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FRIDAY, JULY 16, 1954 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. ¢ 

The committee met at 10 a. m.., pursuant to call, in room F-37, the 
Capitol, Hon. Styles Bridges (chairman), presiding. 

Present : Chairman Bridges, Senators Ferguson, Saltonstall, Young, 
Knowland, Thye, McCarthy, Mundt, Dworshak, Dirksen, Hayden, 
Chavez, Kilgore, Robertson, and Magnuson. 


ProckRaAM ON Murvat Securrry AnD Forriagn AIp 


STATEMENT OF GEN. ALFRED M. GRUENTHER, UNITED STATES 
ARMY, SUPREME ALLIED COMMANDER (EUROPE) 


EUROPEAN SITUATION TODAY 


Chairman Brinces. The committee will come to order. 

We start our hearings this morning on the so-called foreign-aid bill. 
At the start of this hearing, we should bear in mind that vast sums 
of money have been appropriated in the past for foreign aid, and a 
substantial portion of the money is still unspent. Of the unexpended 
funds there is still a substantial portion of the money uncommitted. 
The unspent funds amount to about $10 billion; and the uncommitted 
funds amount to about $214 billion. 

This committee, in proceeding with the hearings, is going to con 
sider the amount of money which is absolutely needed and can be jus 
tified for carrying out an essential program on mutual security and 
foreign aid. 

We have with us here today General Gruenther, who is in command 
of the NATO forces and the American forces in Europe. 

General Gruenther, do you want to give us a general over-all pic- 
ture of the situation as it exists today? This hearing is an executive 
session, General, and anything which should be off the record, you 
will so indicate. 

General Grurntuer. Senator, with respect to the opening state- 
ment that you made, it is not my plan to go into the question of fund- 
ing at all, because you will have other witnesses whose competence is 
much greater in that respect than mine. I propose to limit myself to 
the military aspects of our problems in Europe, because it is against 
that bac kground that you gentlemen will be considering this proble m. 
That is one of the big reasons why you are being asked to appropriate 
money. 

This chart is one that is familiar to you and shows the North Atlantic 
Treaty Organization. Our command is this one [indicating], Allied 
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Command, Europe, the one that General Eisenhower set up 314 years 


ago. It is generally know as SHAPE. 


SUBCOMMANDS 


Our job is the defense of Europe from the northern Norway area 
clear around to the eastern borders of Turkey, a distance of some 
4,000 miles. For the purpose of defending that great area, we have 
organized our command into four subcommands—the Northern Com- 
mand at Oslo; Central Command at Fontainebleau, defending this 
area |indicating|; a Southern Command at Naples, for the defense 
of Italy, Greece, and Turkey; and then a Mediterranean Command at 
Malta, for the defense of the sea lines of communications in the Medi- 
terranean. 

Our commanders—in the north, the center, the south, and the Medi- 
terranean—have all worked up detailed plans to accomplish their 
missions of defense. If an emergency should take place today, in the 
middle of 1954, we have plans prepared to meet that emergency. 

These plans are, of course, developed in the light of the strength 
the enemy may bring against us. I would like now to consider some 
of the aspects of that enemy threat, because that is one of the considera- 
tions which create the requirements for forces, which in turn create 
the requirements for money that you gentlemen are considering. 


RELATIONSHIP OF EDC AND NATO 


Senator Dirksen. Before you do that, and in order to get a good 
picture, | wonder if at this point in your mmanion you could give us 
a little story about how EDC and NA’ lO dovet: il. 

NATO consists of 14 countries at the present time, with this great 
hooked line running all of the way from the top of Norway to down 
to the eastern border of Turkey. Now then, I presume that EDC, 
consisting of only six countries under this multilateral treaty, must 
hook into NATO somehow, does it not? I wonder if you could detail 
that a little here. 

GERMAN SOVEREIGNTY 


Senator Frerevson. And while you are asked that question, would 
you point out at the same time, if you es what this new idea is that 


if EDC is not ap yproved by France and/or Its aly, then the new idea of 
giving sovereignty to Germany and eo we Germany in—what effect 
that would have in relation to this budget. It appears to me that 


whatever is going to happen is going to happen early in this fiscal year. 

Senator Rornertson. And the general should tell us whether or not 
there is a way by which Germany can be brought in if France does 
not ratify the treaty. 

Senator Frrevuson. I understand that America and Britain have 
agreed on a plan that, if EDC is not approved, and approved in this 
present session of Parliament in France, either by lack of votes or not 
taking it up, we intend to move; and it was suggested in the New 
York Times this morning that the Senate would be brought back to 
confirm a treaty or some relations to give independence to Germany, 
that is, sovereignty, and I take for granted, then, that some arma- 
ment would be had. How would that fit into our program, and what 
would it mean in EDC? 
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General GruentTuer. First of all, you should understand the rela- 
tionship of forces which are placed available to the Supreme Com- 
mander. He has forces for what is known as operational control. 
That means that he does not pay them; he does not promote them; 
he does not handle disciplinary matters with respect to these forces. 
The countries in effect say to him, “Mr. Supreme Commander, we are 
making such-and-such divisions and such-and-such air groups avail- 
able to you. We will continue to handle the administrative side.” 
That is the setup that we have in NATO, 


GERMAN PARTICIPATION 


Now comes the Germany problem. In going back a little bit on the 
history of it, when the Korean aggression became known in its true 
sense in the latter part of 1950—it started, you will recall, in June—it 
became clear that the objectives of Soviet imperialism were un- 
changed. It also became clear that in order to get a real shield in 
Europe, German participation was going to be necessary. 

Now, how to bring that participation into being was the big 
problem. 

(Discussion off the record.) 

At any rate six nations—Belgium, France, the Netherlands, Lux 
embourg, Italy, and Western Germany—worked on the proposition of 
an arrangement for bringing Germany into NATO through this EDC 
organization. 

As far as we are concerned, EDC would represent another country 
to US, and EDC would turn to us, the Supreme Allied Command, and 

say, “We are turning over to you some forces, and you will exercise 
oper: ational control over those forces.’ 

That means that you will have authority over their tactical dispo- 
sition. In case of war your job is to tell them whether they are on the 
north flank or in the center, or wherever else they are nee “de d. So we 
would in effect look upon EDC as anther state, an administrative 
authority for training and paying tactical troops. 

So much for the military side. 


POLITICAL ASPECT 


Now you come to the political side, and referring again to this chart 
of NATO, we return to the question Senator Ferguson and Senator 
Dirksen were asking, Where would Germany fit into this? Where it 
would not fit—it would not be a member of the North Atlantic Treaty 
Organization. Of the 6 members of EDC, 5 of them would be sitting 
on the NATO council. The way that there would be an interrelation- 
ship—very much as you were saying that you were on five subcom- 
mittees here, Senator Dirksen—5 of the members of this would also 
be members of EDC. EDC would not be under this organization and 
Germany would not be a part. The detailed relationship would work 
out after the treaty had been signed. 

Now the oink ies involved, the six countries of EDC, worked for 
about a year and a half on working up a draft treaty. That treaty, 
among other things, worked out a type of relationship between it and 
the North Atlantic Council. 

Senator Roperrson. That was done in Lisbon, was it not? 
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General GruentueEr. It was done over a period of time with work 
ing groups, sir. It became known then as the Paris treaty, and was 
initialed roughly about 2 years ago. That has been ratified by 4 of 
the countries now, 2 of the countries, France and Italy, still not 
having ratified it. 

The specific details of the relationship between the EDC organiza- 


tion oa the North Atlantic Council, which is only on the political 
side, naturally have not been completely worked out. but under EDC 
thers vould be an organization which would deal with the adminis 
trative « derations affecting troops in that european army. 


NEW TYPE OF CONTROI RGANIZATION 


Now I would like to make one point in connection with this, because 
th sat ne that 1s frequently not understood. It is this: That in 
order to bring the Germans in with certain restrictions, they are really 
forming a new type of control organization. The EDC authorities 
have a certain control over those six members. They have a commis- 
ariat; they have a council of ministers; and they exercise certain 
controls over the members of that community. 

Senator Ferauson. Over and above military ? 

General Grout NTHER. Yes, it. is beyond the military side, sir. The 
military side of this is fairly simple. EDC organizes its forces and 
turns them over to SACEUR saying, “It is your job to handle them.” 

( Dise on off the record. ) 


GERMAN DIVISIONS 


Senator Kincore. You are talking about the German divisions? 

General Groentuer. The others are already in existence, so that 
is not an issue. The issue is really the Germans; these nations are talk- 
ing of forming together in a community, but five members only of 
the community now have armed forces in existence. 

Senator Kircorr. But, General, there is one question I wanted to 
ask to clarify my mind on EDC. If I understand you correctly, EDC, 
as contemplated, would amount to a United States of Western Europe 
purely on a defensive basis, with everything else out. In other words, 
each country would be completely indepe ndent in eve ‘rything except 
the joint command and use of their troops. 

General GruentueEr. No, it isn’t as simple as that. They have not 
made it as limited as that. 

It. is broader than just the purely military side. If this were a mili- 
tary operation entirely, it would be relatively simple to solve. 

LIMITATIONS ON MANUFACTURE 


Senator Kireore. Then there are limitations placed upon manufac- 
turing and types of manufacturing in certain countries? 

General GruentueEr. That is part of it. 

Senator Krmcorr. Where it is felt if you did build up a manufac 
turing plant, it might be dangerous. 

General Gruentuer. Beyond these considerations there are in the 
treaty limitations on the use of these forces, which is a political deci- 
sion, you see, and not purely a military decision. 

(Discussion off the record.) 
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PROPOSED CESSATION OF AID 


Senator Tuyen. That is what 1 want you to develop, because we are 
going to have to make the decision here, and I would like to know 
whic h avenue I am to take. 

General GruentHer. I would like to be a little bit specific on this. 
In the Senate Foreign Relations Committee a week ago today, or a 
week ago tomorrow, ‘the re was an amendment introduced that all aid 
would be stopped. 

Senator Frereuson. December 31, if they had not ratified it. 

General GruentHer. The question came up as to what would be the 
effect of that. 

( Diseussion off the record. ) 


EFFECT OF PROPOSED AMENDMEN' 


General Grupnruer. What | am saying is this: that our already 
inadequate defense, by this amendment that we are talking about 
now would be further diminished. 

Senator Know.anp. General, if I might, I think the record ought 
to be clear on this point, since I had offered the amendment not for 
the purpose of stopping the material in the pipeline, but in compliance 
with what I had felt was the policy of our Government to get either 
EDC or an alternative. And as a matter of fact, the original language 
was that unless they had come in to EDC or had subscribed to an alter- 
native satisfactory to the President of the United States, that as of 
December 31, 6 months in advance, the aid would be stopped at that 
point. 

That is for two reasons. That is, year after year we have been told 
that they are coming in, and we have put up the money and we have 
complied with our share of the bargain, and it seems to me that it is 
not unreasonable to expect the other nations to comply with their = are 
of the bargain. Secondly, that during this 6-month period, if it 1s 
correct that by August 15 or September 15 or October 15 or osenibar 
15 or December 15, they do comply with their share of the bargain and 
come into EDC, they would not have 1 round of ammunition, 1 gun, 
or 1 plane delayed to them. If they have not done that by Dee ember 
31. the Congress would be back on January 3, and then the President 
would consult with you and others of his advisers, and could come 
to the Congress and say, “We have gone along this far. We now have 
our reappraisal, and we recommend that you do thus and so.” 


REASON FOR AMENDMENT 


It may be that your judgment is wise not to write anything in, but 
I say I hope that the French understand that, whether anything is 
written in or not, they have about come to the end of the patience 
and the rope, I think, of the American people and the American 
Congress, even of the most enthusiastic supporters of collective secur- 
ity. We cannot constantly have procrastination and delay when we 
are performing our share of the bargain and they are reneging on 
theirs. 

That was the reason for the amendment. 

(Discussion off the record.) 
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NATO SUPERVISION OVER FRENCH ZONE OF GERMANY 


Senator Dworsuax. To what extent does your NATO setup have 
jurisdiction over the French Zone of Germany and its military pre- 
paredness / 

General Gruentuer. We have no jurisdiction, Senator, except what 
we refer to as operational control. Thus, we have the direction of 
the troops. We tell them that we are going to have a tactical plan to 
defend on a given basis and that is the plan that is followed. But as 
to pay, and as to what their relations are with the Germans, and as to 
what their relations are with the Americans and British, we have no- 
thing to do with that. 


FRENCH ZONE DEFENSE EQUIPMENT 


Senator Dworsuak. Has either the United States or NATO pro- 
vided any of the defenses, that is, the material and the equipment for 


the Fren 1h Z me ¢ 


General Grurentuer. Yes, sir. These troops in here, these divisions 
in here are equipped in large measure with American equipment that 
has been provided in previous military assistance programs. The pro- 


gram that you are being asked to approve here today will make further 
contributions to that. That is not only to France, but to other coun- 
tries. And of course you know that the bill that is in front of you 
covers other than NATO, and covers the whole world. 

But specifically, the answer to your question is, by and large the 
equipment is in great part American equipment. 


ALLOCATION OF EQUIPMENT 


Senator Dworsnaxk. Does it go through NATO or directly to 
France? 

General Gruentuer. It is directly between this country and France. 
It does not go through NATO, This country, in making the arrange- 
ments with France, establishes certain conditions for the allocation 
of the equipment. These must be met. 

Chairman Bringes. All of the Senators have indicated a desire to 
ask questions. So that we can do it in an orderly way, I will call on 
Senator Dirksen. 

( Diseussion off the record. ) 


DIVISION STRENGTH 


Senator Dimxkson. When you speak of divisions, indicate for us 
the strength of divisions. 

General Grumntuer. The strength of the Soviet division is about 
12,000 men. The strength of a United States division is about 18,000 
men. The British division is about the same, and the French division 
is about the same. ‘These divisions are of lesser strength. 

Senator Tuyr. Is this a fair question at that point: Does the Soviet 
have greater strength on a lesser number of men than the United States 
because they do not need the manpower serving them; they serve 
themselves ¢ 
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DELETION OF “FRILLS” BY SOVIET 


General Grurntuer. That is a fair statement. I will show you one 
of the “frills” that the Soviets cut out. They do not have graves regis- 
tration personnel, Their attitude is that a family will know that a 
fellow is dead if he doesn’t come back 3 or 4 years later. So they just 
don’t bother about that. They impress civilian personnel, and they 
work on a lesser standard. 

We think that in addition to the fact that they work on a more 
austere standard, their divisions do not have the staying power of the 
Western division ; that might be a debatable item. 


RATIO OF FIGHTING TROOPS TO SUPPORT GROUPS 


Chairman Brinces. Without interrupting the trend of thought of 
these questions, a year or two ago we heard testimony that out of 
every 100,000 men in the United States Army about 26,0 100 were fight- 
ing troops with the balance of 74,000 men used for their support. The 
Russians had approximately eighty-odd thousand out of every 100,000 
fighting troops in combat roles. This is the exact reverse of the United 
States practice. We were working to increase our proportion of 
combat troops, along the line of Senator 'Thye’s point. 

Could you or Admiral Radford tell us if that situation has 
changed ¢ 

General Gruentuer. First of all, on the basic facts in the case, the 
statement is misleading, because the Soviets—here is what they get. 
They get 175 divisions out of 24% million men. Now you go to divid- 
ing that, and you say, “Well, they have done pretty well.” For us, 
it takes a much bigger backup. However, here is one of the things 
that doesn’t appear. If the Soviets move, they impress civilian per- 
sonnel, and they impress them at the point of a gun and impress tre- 
mendous numbers of them. We do not do that, and so you do not 
get that type of calculation in there at all. 

On the thing you brought up, Senator Thye, the question of serv- 
ices. Naturally, we are working on a higher standard of living, and 
we have a service situation which is on a more elaborate basis. 


REDUCTION OF “DIVISION SLICE” 


In the United States services, and particularly the United States 
Army, since that is the one that Senator Bridges talked about, they 
have been working on that, starting with General Eisenhower. Every 
Chief of Staff since, including General Ridgway, who has had exten- 
sive combat experience in World War II and then in Korea, has tried 
to cut down what they call the “division slice.” They have very good 
figures on it, having just come out of the Korean operation. 

It is better than it was, but it is still higher than the Soviets, and 
there is no question about it. 

I think that is just a situation that we are going to have to accept. 

(Discussion off the record. ) 
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RUSSIAN INTEREST IN PSYCHOLOGICAL VICTORIES 


Senator Macnuson. Do you not think that our real problem will 
then become that the Russians are more interested in psychological 
victories, actually, than they are in military victories, and if they 
could achieve that, or economic victories, without moving, they are 
going to do that? 7 

General GruentHer. Yes, sir. 

Senator Magnuson. And we think we get into a terrific problem 
which Karl Marx said many years ago, you fellows will break your- 
selves sooner or later. 

General Gruentier. Yes, but the Russians have a little problem 
on that, too. 

RUSSIAN PROBLEMS 


Senator Magnuson. I was going to say from your experience there, 
don’t you think that they also have that prob lem ? 

General Grouentuer. They certainly do have the problem. Let us 
take the situation in one field, agriculture. Khrushchev recently 
announced that in the Soviet Union they have fewer head of cattle 
with a population of 200 million people now than they had in Russia 
in 1916. I don’t know what the population was then, but it was very 
significantly less. 

Now, what do they do about that? They are going to try to have a 
lot of fane y plans, with the heaviest bureaucracy in the world. They 
have a problem of solving that, because while there is no public 
opinion, as we understand it, they do have a morale problem of keeping 
people going. 

On their agriculture, they must, with an increasing population, 
increase their agricultural output. They have a standard of living 
that is low. 

Now, the triumvirate had to make a few concessions and Malenkov 
on two occasions has promised the Soviets a better standard of living. 
When he promises them that he will produce 38 million tons of steel 
next year, the isn’t anybody who knows whether he does it, but when 
a fellow knows that he works 2 weeks for a pair of shoes, there are 
213 million kibitzers who know whether they are getting a better 
standard of living. There is some difficulty on this, “and some prob 
lems that they have. These three fellows who are running the country 
are not living in a bed of roses. 

My feeling is this, that we get too concerned over their power. I 
don’t want to underestimate them but they have got some problems, 
too. I feel that this contest is going to be won by the side with the 
stoutest hearts, and I prefer to believe that we have that canability. 

Senator Macnuson. Now, your concern, directly, naturally, is with 
this situation over there. 

General Gruentuer. Yes, sir. 

Senator Maanuson. Now, we are going to have just so much money 
here, because we are faced now w ith a request to raise the debt limit 
again. You still think that even though you might be skimped some- 
what over there, we should not forget Japan and others. 





problem will 
sychological 
and if they 
ng, they are 


‘ific problem 
break your 


ttle problem 


rience there. 


lem. Let us 
hev recently 
sad of cattle 
ad in Russia 


t it was very 


try to havea 
vorld. They 
is no public 
m of keeping 


population, 
rd of living 


1d Malenkov 
rd of living. 
tons of steel 
it, but when 

, there are 
ing a better 
| some prob 
‘the country 


ir power. I] 
ne problems, 
ide with the 
ranability. 

‘ally, is with 


much money 
1e debt limit 
imped some- 


MUTUAL SECURITY APPROPRIATIONS, 1955 9 


GLOBAL PROBLEM 


General Gruentuer. I consider, sir, that this is a global problem, 
and we are not, or I am not, here arguing that Europe is the most 
important place inthe world. It isa worldwide matter. 

Senator Magnuson. And I would think that you would feel that 
we are going to have the same problem that we have been discussing 
all morning, regarding the German situation, the same political and 
economic and political problems with Japan. 

General Grurntuer. You may. I am not enough of a knowledge 
able person on that subject to say anything. 

( Discussion off the record. ) 

Chairman Brincrs. We realize that you are returning to Europe this 
afternoon. Have you completed the presentation you wanted to make 
here? Do you desire to add anything ? 

General Grurnruer. I would like to end it saying this, Senator— 
that I have come here in support of this bill without any reference to 
the money values involved. Vou are going to have witnesses who are 
going to testify specifically on that. My object has been to try to show 
you what the milits ary implications are, and that we must continue 
this buildup. W hether the amount involved is the exact amount, I 
have no opinion on that. 


RESPONSIBILITY OF THE UNITED STATES 


The last point I would like to make is the responsibility, the respon- 
sibility of the United States in this alliance. It is not going to be easy. 
I have seen this thing develop from when it was a very new concept, 
back in 1948, and I think that as we get discouraged, we ought to take 
the finest recommendation that we have had on it, which has come 
from the Russians. The Russians have made it a prime objective of 
their foreign policy to secure the dissolution of NATO, and if there 
were no better recommendation, or no other recommendation, I think 
that that would be a sound one. As you know, they actually offered 
to join it, only they made that offer on April Fool’s day, and whether 
that had any significance or not, I don’t know. 

Senator Dirksen. And this ng down the road a little, and it 
would have no immediate impact, so far as the pending bill is con- 
cerned, to provide appropriations for foreign aid, but assuming that 
the EDC does come into being, is it fair to assume that we will be 
asked to aid EDC and the countries that compose it, and if so, does 
the aid go to individual countries, or would it go to an EDC unit as 
such? You see it would be in the future, of course, but I am not fami- 
lar with whether or not the multilateral treaty has some such provi- 
sion in it or not, 


NECESSITY FOR CONTINUED UNITED STATES AID 


General Grugntuer. In the treaty there is nothing involved about 
aid. Taking your first question, will the United States probably have 
to give assistance, my answer is yes, it will. Will the United States 
make it negotiations with the EDC as an organization, or will it do 
it with the individual countries, that will be a matter for United States 
policy. 
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Chairman Brinees. I have one other question. There has been a 
great deal of talk among the Members of the Congress and in this 
committee, as well as other committees, about the possibility 

Senator McCarruy. I would like to apologize to the general, but 
T have to leave. I certainly appreciated the opportunity of hearing 
your excellent presentation this morning. 

General GrvenrHer. Come over and see us, will you, please, sir? 

Senator McCartnuy. Thank you. 





EFFECT OF DELAYING FUND ACTION UNTIL JANUARY 


Chairman Brivees. There have been proposals that no action was 
taken at this time on the funds requested in this bill. The Mutual 
S nomrsty Act would be continued on the uncommitted funds January 
1, or February 1, and that some time prior to that time, the Congress 
ber | review the situation. What are you thoughts or comments on 
that? 

General GrumntHEerR. My comment on it would be this, sir, that that 
would have a definite psychological disadvantage as far as Europe is 
concerned. If the Congress takes any such decision, and I would 
recommend against it, I ‘hope that it will be made unmistakably clear 
that it is not going to interfere with the material things which are 
coming, which these people need, and which are in the programs for 
building up forces. You see, parliaments, on the assumption that 
equipment is going to come in, put additional men in their armies. 
If receipt of equipment is in doubt, you create a tremendous psvcho- 
logical handicap. So my view on that would be that I would hope 
that the Congress could not follow that procedure. 

Senator DworsHax. How about the bad psychological effect upon 
the American taxpayers because of the failure of European countries 
to go along with EDC? 

General Gruenruer. Yes, sir; I recognize that that is a problem, 
and I don’t try to discount that. 

(Discussion off the record.) 


DETERMINATION OF CONTRIBUTION PERCENTAGES 


Senator Magnuson. General, I have one question. Who determines 
the relative percentage of the contribution in the way of troops and 
equipment or military strength ? 

General GrurntHer. The w ay that is, sir, we submit to the Council, 
the North Atlantic Council again, what the requirements are. 

Senator Maanuson. Overall ? 

General Gruentuer. Yes, sir. They have what they call an annual 
review where they study and work on this problem for months. That 
gets into the political level. They negotiate, each country says what 
it can do, and then we are told what we may expect. 


RECOM MENDATIONS 


Senator Maanvson. But you do recommend in order to make this 
workable, and have the reasonable progress toward the buildup, you 
do recommend X number of divisions ? 

General Gruentuer. Yes, and the nations in effect come to us and 
say, “Well, now, we have got this much money, and we are figuring 
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on putting it into so many divisions and so many aircraft, and so 
many naval craft, What do you fellows think about that?” And we 
say, “Well, we think the emphasis is wrong; you cught to put more 
in the air.” 

Senator Maenuson. You can’t be concerned there particularly in 
their military organization with costs of more air against the other 
one. 

General GruentrHer. No, but they bring us smack up against that 
reality by saying, “Well, now, just a second, you have told us that you 
want 100 more aircraft, but we have got money for 20 more aircraft, 
or two more divisions, what do you want?” So they bring us down 
to earth very quickly if we start in the stratosphere. 


CRITICISM OF CONTRIBUTION PERCENTAGES 


Senator Magnuson. We are forced constantly with the criticism 
that the percentage we contribute, supposing we all agreed it should 
be done, percentagewise our contribution of the United States is much 
higher, as compared to the national product, is much higher than the 
same contribution from these other countries, compared to their na- 
tional product, as it has been rehabilitated. 

General GruentTuer. That is debatable, Senator. 

Senator Magnuson. Yes, and it has to be flexible, and you say to 
Norway, for example, we do not expect much from you this year, be- 
cause of other things. But you do that and work into that. 

General GruentHeR. When it comes to that, the United States has 
a representative on there, and he may then go back and say, “Norway, 
for example, is only going to do this,” and back comes from State and 
Defense, we think because their gross national product is so and so, 
and they are putting only so much in, you ought to insist on that. 
That, is not in our area really. 

Senator Magnuson. I see. 


MAINTENANCE OF EQUIPMENT 


Chairman Brovers. All right. We must bring this to a conclusion, 
but we would like to have your informed opinion on one or two other 
questions. One is whether you think that the countries we are fur- 
nishing aid to can maintain what we have furnished and so forth. 
Also if something should happen, whether or not you have provisions 
to recapture for ourselves and the free world the material and equip- 
ment we have given. 

General GruentHer. The answer to the first question on that—I 
will have to think about the second one—the first one is can the coun- 
try maintain the aid that we have given them. 

Chairman Brinees. Are we giving them more equipment than they 
can maintain ? 

General Gruentuer. Well, the United States is trying to avoid that. 
They have got groups back here that keep analyzing that, in Defense, 
and in Mr. Stassen’s office, all of the time, so that they are trying to 
avoid that. But you will have witnesses who can answer that much 
better than I can. 
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RECAPTURE PROVISIONS 


Now, as to the recapture provision, General Stewart can answer 
that, and it is in his field, or he is going to appear later, and I do not 
know what the recapture provisions are. 

General Srewart. In each agreement, Mr. Chairman, there is a 
provision that if the aid cannot he wu ed for the purpose for which it 18 
given, and the material cannot be used for the purpose for which it 
was given, it can be returned and will be returned to the United States. 
‘That is an agreement as to the legal status. 

As to the physical capability of seizing and returning to our own 
patrols, in the event of war, you have of course a different problem. 
But legally, and as an agreement between two nations, we have the 
right to get the aid back when it cannot be used for the purpose for 
which it was given. 

Chairman Briners. All right. General Gruenther, we thank you 
very much. We will recess until 2:30 when Admiral Radford will 
be the witness. 

(Thereupon at 12:30 p. m., a recess was taken until 2:30 p. m., the 
same day.) 

AFTERNOGN SESSION 


Murvan Ar Appropriation 


STATEMENT OF ADM. ARTHUR RADFORD, UNITED STATES NAVY, 
CHAIRMAN OF THE JOINT CHIEFS OF STAFF 


GENERAL STATEMENT 


Chairman Brivers. The committee will come to order. 

Admiral Radford, we would be very glad to hear your opinion or 
any summary you care to give on this matter of the mutual aid appro 
priation before us. Then the committee would like to ask you 
questions. 

Admiral Raprorp. I have a short statement, Mr. Chairman, that I 
would like to give. 

Mr. Chairman and members of the Senate Appropriations Commit- 
tee, this afternoon I appear before you in support of the mutual secur- 
ity bill of 1954. It would be a real pleasure if the world situation were 
such that I could recommend to you that the time had now come when 
expenditures of United States funds for the mutual security program 
were no longer necessary. Unfortunately, that is not the case. 

It is my understanding that the mutual security bill of 1954, as 
reported by the Senate Foreign Relations Committee, authorized total 
funds of $3.1 billion, of which approximately $1.42 billion is for 
MDAP and approximately $712 million for the direct support of the— 
forces of countries in the area of Southeast Asia, including the Associated States 
of Cambodia, Laos, and Vietnam and the forces of free nations in the area includ- 
ing those of France located in such Associated States and for other expenditures 
to accomplish in Southeast Asia and the Western Pacific the policies and purposes 
declared in this act. 

This flexibility in the Far East which section 121 of the bill gives 
to us is considered necessary in view of the presently unsettled and 
unpredictable conditions that will exist in the immediate future in 
that area. As the future unveils itself it may prove to be in our inter- 
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est to spend this money entirely in Indochina. However, future cir 
cumstances could well be such that it would be more in the interest of 
the United States and the free world to use this money to deve lop 
additional strength in other areas of Southeast Asia and the Western 
Pacific. 

SUPPORT OF JOINT CHIEFS OF STAFF 


I speak for the Joint Chiefs of Staff in stating that the military 
fully supports the mutual security bill of 1954. It is in keeping, and 
n consonance with, our own United States military program. It does 
not entail the transfer abroad of equipment needed at home, nor does 
it in any way handicap the buildup of our own forces. 

On the contrary, the entire mutual security program is based on 
our realization of the fact that we must have allies. We must gen 
erate military strength abroad that will complement our own forces 
and will constitute an effective contribution to the total collective 
strength of the Free World. For example, we are counting on a 
large part of the ground contingents being supplied by the indigenous 
countries in their own and adjacent territories. That we feel we must 
have in order to balance our own forces consisting of modern air and 
naval power and highly mobile combat troops. Although there are 
several reasons unde rlying the philosop hy be hind this program the 
primary one is based on necessity since the manpower requirements 
to be strong everywhere in the world physically exceed that avail 
able in the United States. And, as I am sure you realize, it is gen 
erally true that ground troops, native to the country, can be sup 
ported much more economically in their own country than outside 
troops, particularly those from the United States. 

Thus our mutual security program is part and parcel of our own 
security planning. It is certainly not completely unselfish on our part. 
On the contrary, we believe that it is essential to our own national in 
terest to assist in the buildup of strength in the anti-Communist 
countries of the free world. 

(Diseussion off the record.) 


SITUATION IN JAPAN 


Senator Dirksen. Back on the record. Admiral, you mentioned 
that one division is being taken out of Hokkaido, the northernmost 
island of Japan. What in general is the situation in Japan, and 
especially so in the light of that limitation in the Japanese Constitu 
tion with respect to any offensive forces? Where are we now in 
Japan? 

Admiral Raprorp. They are organizing defense forces. 

(Discussion off the record. ) 

Senator Dirksen. They had, TI think, 110,000 last year. The prob 
lem then was under that interdiction in the Constitution, which we 
prompted, they could not build up a striking air force for one thing, 
and they could not develop any armored divisions of any kind until 
that situation was remedied. I understand that Yoshida was mov 
ing into it, but he is more or less helpless unless he gets some support. 

‘Admiral Raprorp. They did pass a bill in the Diet recently which 
permits them to have defense forces. 

(Diseussion off the record. ) 
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Senator Dirksen. So they really can go ahead now. 
( Discussion off the record. ) 


EXPANSION OF AIR FACILITIES IN JAPAN 


Senator Dirksen. Are we expanding our air facilities and airports 

Japan’ It looks as if they are going to add another port or two 
there, and whether or not that is under way, I do not know, 

( Discussion off the record.) 

Senator Dirksen. Next in the string, of course, would be Formosa. 

Admiral Raprorp. Yes, sit 

Senator Dirksen. 1 wonder what observations you could give us 
about Formosa at the present time, and particularly the situation along 
the coast of mainland China 

( Diseussion off the record. ) 


CHLNESE NATIONALIST FORCES 


Admiral Raprorp. The Chinese Nationalist forces have improved 
during the past year, and they are continuing to improve. We gave 
them some ships and aircraft this year, and we have more going to 
them under the previous programs. ‘They are engaged in a reserve 
training program of considerable magnitude that they are supporting 
themselves. 

Senator Dirksen. Admiral Radford, what is your estimate of 
Formosa in the defense perimeter? Are you of the opinion that now 
in view of the situation in Indochina it is now taking on new 
importance ¢ 

Admiral Raprorp. Yes 

Senator Dirksen. And particularly as it relates to our outpost in 
Okinawa ? 

(Admiral Raprorp. I consider it of great importance. 

If the situation in southeast Asia becomes worse, it will be of even 
greater importance. 


MANSFIELD AMENDMENT 


Chairman Brinces. While Senator Dirksen has had to step out 
temporarily to take an important phone call, let me direct this 
question to'you : 

Was not one of the basic purposes of the so-called Mansfield amend 
ment of last year, which we are now asked to delete, to give the Depart 
ment of Defense and the De ypartment of State a more direct control 
of the military and foreign aid ¢ 

Admiral Raprorp. I am not enough of an expert to answer that 
que tion “Yes” or “No.” I testified before the Armed Services Com- 
mittee this morning that from a Defense Department view, I felt that 
the inclusion of the cutoff date was unwise. The rest of the amend- 
ment I think is all right. 

Chairman Brivers. Is it not true that the Committee on Foreign 
Relations emphasized that the action of the Mansfield amendment 
could not be interpreted as preventing any further military- or eco- 


nomic-assistance programs ? 
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Admiral Raprorp. That is what they said in their report, but it 
still says in the amendment, as I read it, that the military-assistance 
program will terminate on the 30th of June 1955. 


PURPOSE OF AMENDMENT 


Chairman Bringes. Is the purpose of the Mansfield amendment to 
give more control to the Department of Defense and Department of 
State over military aid and foreign aid as against Foreign Operations 
Administration ¢ 

Admiral Raprorp, That is what I understand is the purpose. How- 
ever, 1 am not enough of an expert to know whether it really does or 
not. 

Chairman Bringes. Do you have a ge 
to make about the Mansfield amendment 

Admiral Raprorp. I would say as far as I am concerned it would be 
all right if the termination date were taken out of it. As I explained 
this morning to the Senate Armed Services Committee, my reason for 
that is that the appearance of a termination date, even though not 
intended, is difficult to explain to a foreign country, and especially 
one that has just signed up with us or one with which we are negoti 
ating. 

(Discussion off the record.) 

Chairman Brinees. Your objection to it is the date which you think 
might be misinterpreted ¢ 

Admiral Raprorp, I am sure it will be; yes, sir. 

(Discussion off the record.) 

Senator Dirksen. Admiral, getting back to Formosa, what have we 
in the Formosan Straits by way of naval strength, if any, and what is 
the condition and strength of such Navy as they have at Taiwan at 
the present time? I see these accounts in the press now and then 
that they are patrolling up and down the coastline from roughly 
Shanghai on down. 

(Discussion off the record. ) 


neral comment you would like 
? 


POLICY ON DISPOSAL OF SURPLUS GOODS 


Senator Maypank. You come to ask for $3.4 billion again when you 
have a $10 billion carryover. I do not want to hurt the services, but 
| think some of the money is being thrown away. You are having a 
sale of surplus textile goods by the Navy next week, You are going 
to sell them for nothing. I did not mean that. I meant you could not 
get very much for it. Then the merchants around the country buy 
it, and then they sell it awfully cheap, and that hurts all the textile 
mills, 

On the other hand, if Stassen would buy it, and you turned it over 
to Korea and the people that need the excess goods, the United States 
Government would save that difference and what you are going to 
pay for it to buy new textile goods to send over there, and the textile 
mills would be safe from having this stuff dumped in Philadelphia 
or New York. Did you know about this surplus sale next week ¢ 

Admiral Raprorp. I did not know. 

Senator Maysanx. I would not imagine that you should know 
such things as that. That is what is going on. You sell a lot of stufl 
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up here, and the merchants make a lot of money, and Stassen will 
turn around, or whoever under Mr. Stassen gets clothes for Korea, and 


buy cloth for these countries. ‘The same thing 1s occurring in other 
things besides textiles. I just happen to know about textiles, and 


that is why I brought it up. 


BREAKDOWN OF OBLIGATIONS 


[ would appreciate it, Mr. Chairman, if he could give us a break- 
down in this bill of $71% billion that has been obligated, but not spent, 
plus the 21% that has been unobligated. 

Chairman Brinces. We want that done. 

(The information referred to follows :) 


DEPARTMENT OF DeErFrENsSt 


Status of available funds, mutual defense assistance-——Availability, expenditures, and 
obligations as of May 81, 1954 


In millions of dollars] 
Ne E . atin 
Tr otal si Near East . J La 

A ' i Europe nd Afrian Far East a merics 
A lal f i l ’ l "0 1, 791. 1 » 795.0 105, 0 
Expended 8 0 ) a 1 1, 366 &.0 
xpended OO4 74 , s 7 1, 428 ( ) 

or ited 14, 769 11, 340. 2 1,375.7 1, 995, 2 os 
Ur 1 | 1, 959. 0 415.4 709.8 46, 8 
A ted: Reflects elimination of reimbursable obligations, $3.6 million, and $4.6 million obligations, 


REACTION TO WALL STREET JOURNAL EDITORIAL 


Senator Maypank. The admiral so ably stated that you have to 
make arrangements to manufacture powder in Japan or it takes 4 to 
5 years to build a battleship at Quincy or Norfolk. I would like to 
have a report. 

Senator Dworsmax. Admiral, I would like to get your reaction on 
an editorial appearing in this morning’s edition of the Wall Street 
Journal on the British viewpoint on Red China and Formosa. You 
have advised us that our Government has spent $700 million, some, 
approximately three-quarters of a billion dollars to build up Formosa 
and its potentiality as an ally militarily speaking. The editorial says: 

Although he is the leader of the opposition, Mr. Attlee summed up the prevail- 
ing British opinion the other day, including opinion prevailing in Prime Min- 
ister Churchill’s government 
and down a paragraph or two, it says: 


Mr. Attlee made those points, one of which is, Chiang Kai-shek is finished and 
most of the people on Formosa would be glad to go back to Communist China. 
If Formosa cannot be given to the Communists now, it should at least be put 
under United Nations trusteeship and Chiang should be pensioned off. 

The editorial indicates the serious conflict between the viewpoint 
which you have given us concerning Formosa, and I realize that 1s not 
political but rather military, and the prevailing viewpoint in Britain 
as reflected by both Attlee and the Churchill government. 

Do you take violent exception to the charge that Chiang Kai-shek 
is worthless and Formosa should not be considered as a part of our 
defense ? 
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( Discussion off the record.) 

Senator Dworsuak. The editorial says that at least Attlee’s think- 
ing reflects Churchill. I understand Churchill and Britain are still 
allies of yours. 

( Discussion off the record. ) 

Senator Dworsuak. How about Churchill ? 

Admiral Raprorp. I could not speak for him. 

Senator DworsHak. You question it? 

Admiral Raprorp. I don’t believe he goes along with that extreme 
view, but I don’t know. 


JUSTIFICATION OF AID TO CHIANG KAT-SHEK 


Senator DworsuaK. You think the money we are spending in For 
mosa to build up Chiang Kai-shek’s forces militarily is justified in 
every way, and that in some showdown that we can rely upon Chiang 
Kai-shek ? 

Admiral Raprorp. I do. 

Senator Maynank. If I may say so, the admiral would not do it, the 
only thing England wants to do is to trade with Red China. That 
is what they said. The admiral made an excellent statement earlier 
this spring about the situation, not only in Formosa and bodes ‘hina, 
and what he said then turned out to be the truth about what hap 
pened out there. You were fearful of it happening, as you recall, this 
spring. But there was nothing we could do about it. 

Senator Dworsnak. I cert: rinly do not question Admiral Radford’s 
comments concerning the military desirability of Formosa, but it 
just occurred to me that the picture you have given us is in violent 
conflict with the thinking of the British, and if we are building up 
lormosa as a fortress, may we not be confronted with a serious possi 

bility of having Formosa going to Communist China, and the forces 
we are building up may be used on the opposite side to the United 
States and the free nations? 

Admiral Raprorp. I do not think we are; no, sir. 


LOSS OF EQUIPMENT IN INDOCHINA 


Senator Ture. Admiral, did we lose any equipment in Indochina 
recently when there was the loss of the men? 

Admiral Raprorp. You mean at Dien Bien Phu? Yes, sir. The 
French lost their forces and all the equipment. 

Senator Ture. And that was equipment we had just recently given 
them ¢ 

Admiral Raprorp. There was a lot of our equipment in there; yes, 
sr. 

Senator Tarr. Did we lose some on the delta lands when they with 
drew in the rapid manner that they have? 

Admiral Raprorp. No, those withdrawals have not involved any 
loss of equipment. 

Senator Dirksen. Admiral, this situation in Indochina is now so 
fluid, [ take it, and the military and political problems are so inex 
tricably bound up that it is almost difficult to come to any kind of 
conclusion ? 

Admiral Raprorp. That is the way I look at it. It is just unpredict 
ible. It is a fluid situation there. 








18 MUTUAL SECURITY APPROPRIATIONS, 1955 


Senator Dixksen. So it is a case of putting money in the bill, and 
the necessary language to provide flexibility for whatever the even- 
tuality that will be dished up as a result? 

Admiral Raprorp. Yes, sir. 

(Discussion off the record.) 


DIRECT FORCES SUPPORT 


Senator Dirksen. I want to get from General Stewart a little more 
precise definition of some of the terms we have been using ever since 
we have had foreign aid before us. 

The first one would be direct forces support. That, General Stewart, 
would embrace what ? 

General Srewarr. Senator Dirksen, the military defense assistance 
program is that program which deals entirely with hardware and 
training. 

The next one is direct forces support, and that is part of Governor 
Stassen’s program. The definition of that means that the money there 
involved is actually in direct support of the military forces of the 
country. 

Senator Dirksen. Not of our troops? 

General Srewarr. No, sir, not of our troops. 

Senator Dirksen. Of any of our missions? 

General Srewarr. It is not part of the hardware and the training 
program that the Department of Defense administers. But it is so 
closely related to the military forces of the country that it is called 
direct forces support. There actually was a long discussion as to 
whether or not it should appear in the column of mutual defense assist- 
ance. We felt that since it did not involve actual program items or 
training of the people, that Governor Stassen should handle it. We 
drew the line there. 

All those definitions are intended to indicate the use to which the 
money is to be put. Mr. Lloyd from Governor Stassen’s office can 
explain the rest of the terms much better than I can, since they are 
not my responsibility, sir. Mr. Lloyd is here. 

Senator Dirksen. I know. We have two other terms. Then we 
have production for forces support, and then we have defense support. 
The lines have been so vague in my mind. I tried to determine 
whether an item properly should be defended in one category or 
another, and I have never been able to quite make up my mind always. 

General Stewart. I suggest that since Mr. Lloyd actually made 
up most of these terms, he might explain it. 

Senator Dirkson. While we are on that we might just as well have 
it right now. There is the other item of production for forces support. 


DIVISION OF PROGRAMS 


Mr. Lroyp. Senator, there are really five pertinent terms describ- 
ing the division so far as the programs are concerned. The first is 
the one General Stewart was just mentioning, the mutual defense 
assistance. I might say that all of the items, primarily end items, 
and all of the programs under that heading are administered by our 
own Department of Defense. 

In part the distinction between that heading and the other head- 
ings is an administrative distinction. In other words, they handle 
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under those programs many items which are identically the same as 
some of the items in these other programs but they are not admin- 
istered by our own Department of Defense. So there is a logical 
reason for putting those programs under one heading. 

The next heading to which you just referred is the direct forces 
support. The following which is related, the third one in this series, 
is defense support. So you have three headings describing programs, 
all of which programs are for military reasons or defense reasons. 
Their character involving common items, in some instances clothing 
and gasoline and common items of that kind, may be of such charac- 
ter as to be for civilian purposes or military purposes. 

The reasons behind all those three categories of programs are mili- 
tary, defense. 

The distinction between defense support and the direct force sup- 
port, we have prepared in the books which you have, a brief definition 
which was the basis for the separation of the programs under those 
headings. They are so brief I will just read them at this point. 

Senator Dirksen. Very well. 


DEFINITION OF TERMS 


Mr. Luoyp. Under direct forces support, the second of this series of 
terms, the definition is this: 

Programs within this classification are designed to give the military establish- 
ments of certain countries direct support which is additional to military assist- 
ance which these countries are also receiving. These programs provide or 
finance the provision of specific supplies, equipment, and services which go 
directly into the hands of or otherwise immediately benefit military forces, but 
which either (1) are of a kind not ordinarily provided as, or (2) are financed 
or administered in a manner different from military assistance. 

In other words, if the items are the same in this classification as in 
the military assistance classification, then the distinction is that our 
own Department of Defense administers under the first classification 
and not under this classification. This would be financed under pro- 
grams administered by FOA, and probably administered through the 
department of defense or in conjunction with the department of 
defense of another country. 

Going on with the definition : 

The reason behind this program is the fact that the recipient country, even 
with the military equipment and training which it is receiving as military 
assistance, is unable to develop and maintain the size and kind of forces which 
are important from the standpoint of United States security without further 
help. The purpose of this program is a military purpose. The support of mili- 
tary forces and any economic benefits which may accrue to the recipient country 
as a result of the program are, however extensive or useful they may be, inci- 
dental to rather than a primary reason for the program. 

Senator Dmxsen. I suppose we can clarify that as we go along when 
FOA testifies, but I think we ought to be a little more clear as to what 
the general dividing lines are on these various categories. 

Mr. Lioyp. The third one, I will just say a word on it. The defense 
support moves one step further away from items which the individual 
soldier needs. For example, his equipment, his clothing, his personal 
needs as a fighting unit, to elements in the economy which support him 
or the forces as a whole at a level determined by this country to be in 
the interests of this country, and, although economic in nature, the 
reason is military. 
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So there you have the three. The first administered by our own 
Department of Defense; the second, the needs of the individual soldier 
not administered through our own Department of Defense, but 
through FOA in conjunction with the departments of defense of other 
countries ; and the third, of an economic nature but for a military rea- 
son. So you have those three. 

Then in addition you have just two more. Development assistance 
which is unrelated directly to military reasons, such as the programs 
in India, and, the fifth, technical cooperation, the old point 4, with 
which you are familiar, and to a certain extent the last 2 are companion 
pieces, although we have divided the programs according to defini- 
tions which also appear in the book. 

When you get used to the terms, they are not quite as complicated 
as they seem. We could go on and describe these things in 20 cate- 
gories, but it becomes unreasonable, and we selected these as a reason- 
able point. 

Senator Dmxsen. Thank you. Let us go off the record for a 
moment. 

(Discussion off the record.) 

Senator Dirksen. Admiral, is there anything else you have to say 
to us this afternoon ? 

Admiral Raprorp. No, sir. 

Senator Dirksen. If not, we thank you for coming and sort of 
rounding out the background for us before we start tinkering around 
with General Stewart, and all the little figures he has ready for us. 

We will reconvene at 10 a. m. Monday, and I think we will start with 
Secretary Dulles. 

(There upon at 4:10 p. m., Friday, July 16, 1954, a recess was taken 
until Monday, July 19, 1954, at 10a. m.) 
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MONDAY, JULY 19, 1954 


Unirep Stares Senate, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10 a. m., pursuant to call, in room F-37, 
the Capitol, Hon. Styles Bridges (chairman), presiding. 
Present: Chairman Bridges, Senators Thye, McCarthy, Mundt, 
Dworshak, Dirksen, Hayden, Russell, and Chavez. 


FOREIGN OPERATIONS ADMINISTRATION 
STATEMENT OF HON. HAROLD E. STASSEN, ADMINISTRATOR 
NECESSITY FOR CARRYING PROGRAM FORWARD 


Chairman Bringes. The committee will come to order. Our first 
witness this morning is Governor Harold Stassen, Administrator of 
the Foreign Operations Administration. 

Mr. Strassen. Mr. Chairman and members of the committee, in 
appearing before you today, may I in the first instance report to the 
committee that as a result of the constructive action which this com 
mittee took last year, and which following upon this committee’s action 
the Congress took, the President and the administration have been 
able to carry on a very significant worldwide program having a vital 
effect upon the security, the economic activity and the future success 
of the United States. 

I appear this morning in presenting our request for the President’s 
program for 1955, beginning in the first instance with a report on what 
it is that we have been doing and with that the justification of the 
request for the President’s program for 1955. ! 

May I say in opening this report that it has been a worldwide 
program with many problems, many challenges and many develop- 
ments. During this past year I say to you very frankly we have made 
mistakes. We did not attain all our goals. The record is not perfect 
and serious problems remain before our country. But T submit that 
viewed as a whole in the perspective of these troubled days, it is a 
record of a successful United States endeavor. It is a record that 
warrants the continued support of the Congress, as a matter of hich 
priority and urgent necessity for carrying forward for fiscal year 1955 
the President’s program, which serves the peace, promotes the secu 
rity and contributes to the progress of the United States and the free 
nations of the world. ' ; 

I believe our report will show, Mr. Chairman, that in the admin 
istration of this program, the letter and the spirit of the laws enacted 
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by the Congress have been carried out, including the appropriation 
‘egislation and the recommendations of this committee of the Senate. 


POLICY GUIDANCE 


The foreign policy guidance of the Secretary of State has been 
faithfully followed. The defense policy guidance of the Secretary 
of Defense, and through him the Joint Chiefs of Staff, has been im- 
plemented. The monetary policy of the Secretary of "the Treasury 
has been applied where appropriate, and the advice and assistance 
of the various departments of the executive branch of the Govern- 
ment have been utilized with close coordination and effective team- 
work. 

Finally, the President has given wise direction to the foreign op- 
erations program personally, and this direction has been loyally 
carried on by a bipartisan efficient group of men and women in the 
Foreign Operations Administration of the United States. 

Now I indicated in my opening statement that through the action 
of this committee—constructive action—followed by decisions of the 
Congress, we have been able to carry on a very significant worldwide 
program, and in it there were mistakes and short falls. On the 
debit side of the record we all recognize that the Indochina war 
underway when President Eisenhower was inaugurated is still con- 
tinuing, and the future of southeast Asia remains uncertain. We 
continue in that area to support the forces of freedom, to give them 
technical and economic assistance and to strengthen the defenses of 
the southeast Asian area. 

I likewise report to you that in the Near East the continued ten- 
sion between the Arab States and Israel has thus far prevented the 
carrying out of plans during this past year for coordinated eco- 
nomic development of water resources. 

In the Far East, the lack of agreement over reparations between 
Japan and the Philippines and Indonesia has handicapped the eco- 
nomic progress of all three countries. 


NEED FOR GERMAN CONTRIBUTION 


In Europe the EDC has not yet been ratified by France and Italy 
and a needed German contribution to the defense of Western Europe 
and of the free world has not yet come into being. Asa result, arms 
programed for delivery to these EDC German units have backed up 
in the depots and ports of our country and our unexpended balances 
are unusually large. 

We cannot ignore these short falls, mistakes, and disappointments ; 
but taking them into account fully, I submit it can be fairly stated 
that there remains a record of accomplishment which has contrib- 
uted directly to the prospects of peace, the assurances of security, 
and the economic well-being of the people of the United States and 
the other free nations of the world. 


DEVELOPMENT OF ROYAL AIR FORCE 


I would like to mention a few of the most important of these. First, 
a powerful RAF, Royal Air Force, has been assured, which will con- 
tribute with great significance to the future security of the United 
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States and of all of NATO as well as of the United Kingdom itself. 
This has been provided through a combination of contractual and 
assistance arrangements and policies which have made it possible for 
the British at the same time to strengthen the pound sterling, to 
increase gold and dollar reserves, to liberalize trade and payments and 
to build up the Royal Air Force to the point where it is rapidly being 
modernized, is clearly the third most powerful air force in the world, 
and has extreme significance, in view of our own bases on that isle, 
in the total security picture of the United States and the free world. 


CURRENCY CONVERTIBILITY 


Long steps on the road teward the convertibility of currencies with 
sterling as a key currency have been taken. I have just returned from 
the conferences in London on which the E uropean countries were 
making arrangements to move on toward convertibility. As vou know, 
convertibility of currency is the one thing that makes possible a real 
free enterprise system, that is, a system in which individuals engage 
in trade and do business, rather than a system in which there is a con 
tinuation of so much governmental centralization of economy in the 
various free world countries. These steps do have a direct economic 
advantage to the United States and to the rest of the free world as 
well as to the sterling area. In fact, the paid exports from the United 
States have been maintained at a high level through these recent 
months, and have been one of the plus factors that has assisted in the 
United States economic adjustment in the wake of the Korean war. 


NATO STRENGTH 


As a second major point, the armed forces of NATO have been 
increased to a marked degree in equipment, training and reserves. | 
know this committee had the direct report of the Supreme Allied 
Commander, General Gruenther. And with the addition of the Mata- 
dor pilotless bomber squadrons, the guided-missile squadrons, and 
atomic artillery, added to the existing NATO stret 1gth, an important 
deterrent to war and a force of real substance has been developed 
under General Gruenther’s SHAPE Command. 


MUTUAL SECURITY AGREEMENT WITH SPAIN 


Third, a mutual security agreement with Spain was signed during 
the year, something that had been sought by the Congress and by our 
countr y for a number of years. Under this agreement, large modern 
airbases for use by the United States Air Forces will be built on this 
strategic peninsula. 

In addition, the armed forces of Spain will be provided with needed 
and extensive armament, and the economy and well-being of the people 
of Spain will be assisted by means of a companion aid program. 


WEST GERMAN FOOD PROGRAM 


Fourth, following the demonstrated courageous resistance of the 
workers of East Germany against their Communist oppressors a year 
ago, more than five million family packages of food were delivered in 
West Berlin to the people of East Germany through a West German 
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food program directly supported by United States food aid funds. 
The impact of this operation, Mr. C hairman, on both sides of the Iron 
Curtain has been described by impartial press observers as the most 
successful single penetration of the [ron Curtain since the war. 

i ‘fth, in Western Europe nearly 5 million of the neediest families 
in Western Ei urope and other parts of the free world were recipients 
of a holiday season distribution of food packages from the United 
States. This program filled an important need. The expressions of 
gratitude of the needy families as heard by those who participated 
n the distribution, which included representatives of the Armed 
Forces of the | nited States, bear testimony to the important uccess 
achieved by that operation. 


DEFENSE PRODUCTION BASH 


Sixth, in the European NATO nations a moderate but significant 
defense production base for ammunition and replacement parts was 
established through a combination of n eans, including, importantly, 
our facilities assistance and offshore procurement programs. These 
programs have done much to increase capacity in Western Europe even 
though Uni nited States dollar aid has been sh: arply reduced. 

The basic analysis back of this, of course, is that should the Soviet 
begin a war, the transportation of the followup supply of ammuni 
tion across the Atlantic would be extremely difficult. It is definitely 
advantageous in the various areas, particularly in the more protected 
areas of Western Kurope, to establish or to help to establish, this 
defense production base. That is one of the things we have moved 
upon in the past year. 


MUTUAL SPECTAL WEAPONS PROGRAM 


Seventh, extensive and important arrangements have been made 
with a number of NATO nations for the advanced development of 
modern weapons of a nonatomic nature through the mutual special 
weapons program initiated by the action of Congress in 1953. The 
implementation of this program has had the unanimous approval of 
the Armed Forces Policy Council of the Department of Defense and 
has received specific approval of the President. 

(Discussion off the record.) 


ECONOMIC PROGRESS OF GREECE 


Mr. Srassen. Eighth, Greece has made considerable economic prog- 
ress in the past year. After a much-needed devaluation of its currence y 
in April 1953, carried out with assurance of commodity support from 
the United States, the principal economic indexes, such as the gross 
national product, exports, the stability of currency have all exhibited 
marked improvement. As you well recall, only a few years ago this 
nation of Greece was destitute, and torn by civil war. Its present 
posture, strength, and stability is a tribute to the people of Greece 
and a positive recommendation for the specific foreign policy of the 
United States which underlies the type of program we are discussing 
today—a specific foreign policy initiated and carried forward by 
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action of the two parties and the action of which was made possible 
by the actions of this committee and of Congress. 


MILITARY CAPACIYY OF TURKEY 


Ninth, the Republic of Turkey continued to show exceptional 
progress in its economic strength, and in its military capability. A 
valued member of NATO with a highly strategic location in the 
eastern Mediterranean, Turkey has moved firmly and consistently 
toward the attainment of its NATO force goals and has at the same 
time taken great strides toward its economic development. 

In addition, ‘Turkey has developed an important security relation- 
ship with Yugoslavia and Greece. Those three countries together, 
of course, form a very signific ant strategic location on the eastern 
Mediterranean and surrounding the Dardanelles area. Recently 
Turkey has also initiated and formed a defense arrangement with 
Pakistan, providing a new security counterweight to the problems 
of defense of the Near East. 

The situation with respect to Turkey is also a very significant 
demonstration of another part of our total presentation. There 
is in this program a large amount of unexpended appropriation 
from preceding years, and one of our most difficult situations regu 
larly is in the deve ‘lopment of an understanding of the way in which 
the program operates, and the way in which such a large amount of 
saemeetied balancess and such long lead times are involved. We 
have taking shape in Turkey today some very significant jet squad 
rons. 

(Discussion off the record. ) 


ECONOMIC PROBLEMS OF ISRAEL 


Mr. Srassen. Tenth in my major points, the new nation of Israel 
has had acute economic problems inherent in the establishment of 
a homeland for hundreds of thousands of displaced, oppressed and 
exiled peoples from Eastern Europe and other parts of the world. 
During the past year we worked very closely with the Government 
of Israel in establishing improved techniques of assistance and 
greater stability in their own debt management and in improvement 
in their own handling of their balance of payment arrangements. 

The economy of Israel is in a much stronger position today than 
it was a year ago, and we can reduce the amount of aid and do it on 
a basis of Israel stepping forward in its own economic strength, 
its own self-help. 


WATER DEVELOPMENT IN ARAB COUNTRIES 


Eleventh, extensive emphasis on the problems of water develop- 
ment has produced an increasing number of green spots in the Arab 
countries, and has given promise of better days to the millions of 
peoples in these nations. The program in this Arab area has placed 
high priorities on the activities in the field of water development, 
with emphasis on irrigation, well drilling and water spreading. Arab 
leaders have visited the United States, and with the cooperation of 
our own Bureau of Reclamation have gone into the Western States 
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and observed the methods of water conservation and water use meth- 
ods so that they could help themselves and help their own people. 


SITUATION IN IRAN 


Twelfth, in Iran, ancient Persia, the situation has changed defi- 
nitely for the better. In fact, the members of the committee might 
have noticed in this morning’s newspapers that this Government gave 
a very sharp answer to a Soviet note in which the Soviet tried to tell 
them they could not associate for defense purposes with other free 
countries. The Government of Iran notified the Soviet that their 
defense arrangements were their own business. 

When you stop to think that this country that sent that notice this 
morning to the Soviet—that is standing up in this independent and 
firm position—has about 1,300 miles of frontier on the Soviet, and that 
a year ago, and for 3 or 4 years, we were all extremely worried that the 
Government of Iran was in a precarious position, that it did not stand 
up to Communist infiltration, that the whole oil resources of Iran 
were in peril of falling under Communist domination, and that the 
opening from Iran might be the move on down into the whole of the 
Near East, where over half the world’s oil is, and you see this change, 
it isan extremely significant thing. 


IRANIAN OIL RESOURCES 


In the current stronger government, they are now in an advanced 
stage of negotiation for a settlement of the management of that oil. 
In that settlement another significant thing has happened, We have 
worked out the arrangements under which the oil resources of Iran 
will move under a consortium of companies in which 40 percent is 
in the original British company, 40 percent in United States com- 
panies, which is a new United States interest, 14 percent in the Dutch 
Shell Co., and 6 percent in a French company. Here is not only a re- 
source of. great importance, but also a strategic location of signifi- 
cance, and a gateway or a bar against contact with this tremendously 
important Near East area. 

Senator Cuavez. What does Iran get out of it? 

Mr. Srassen. Iran gets improved earnings out of their oil resources 
as compared with the original situation with the old British com- 
pany, and gets a renewed development of these resourcs, which had 
been in a state of inactivity. 

Senator Cuavez. It will be able to distribute the resources? 

Mr. Srasspn. Yes, in European countries. In other words, the pro- 
gram is not one of bringing oil to the United States. It is a matter 
of this oil taking its place with the other Near East oil in the Euro- 
pean and non-United States markets. That is the overall program. 

Of course, in the whole move in Iran, in the stabilizing of the econ- 
omy and the strengthening of the Government, the program which 
this committee and this Congress made possible through the years 
with the tools with which we worked in bringing it about 

Senator Russett. Why was this country excluded from participat- 
ing in the use of this oil? 

Mr. Strassen. Our companies, you mean ? 
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Senator Russexxi. | understand it is our companies. I thought you 
said none would be sent to thiscountry. 1 wonder why. 

Mr. Srassen. It is on the basis that we currently have a very gener- 
ous internal supply and a Western Hemisphere supply, so there was 
no room for import. It is not an exclusion of United States interests, 
but a matter of not upsetting the internal United States oil interests. 

Senator Russexx. Is it due to the fact that we have a temporary 
surplus of oil ? 

Mr. Srassen. It is due tothe temporary situation. 

Senator Russevu. It is not a permanent matter / 

Mr. Srassen. No. If it became in the United States interest to get 
some of this oil, we could get it at any time. But it is a matter of 
not introducing any new surplus into the United States market when 
there is already a surplus situation. 


EMERGENCY FUNDS TRANSFER 


In this Iran situation, when the Government changed and the Shah 
of Iran appealed to the President for assistance, they had a chaotic 
economic picture, their money was of little value and they appealed 
for help. In fact, the preliminary estimates made by the Iranian 
Government were that they needed about $300 million. We made an 
immediate examination and the President made an emergency transfer 
under the transfer powers that the Congress had accorded him, of 
$45 million. What we did was immediately put in more commodities, 
put some backing to their currency, helped to stabilize it, and to bring 
about the gradual elimination of the Communist influence and the 
strengthening of a government that today is much more of an asset 
to the free world than it had been before. 


TECHNICAL COOPERATION WITH LATIN AMERICA 


Mr. Chairman, to continue with my 13th point, during the year, 
the programs of technical cooperation with the countries of Latin 
America have been carried steadily forward. New accomplishments 
in production, health, and education have been especially noted. Spe- 
cial attention has been given to Brazil, because this vast country of 
more than 3 million square miles and 56 million people has a great 
potential. Our program there is designed to assist Brazil in realizing 
that potential for the mutual benefit of the people of Brazil and of 
the United States. 

Excluding Guatemala, a high degree of cooperation has been 
atts ained duri ing the past year in ‘the 19 Latin American Re publics, and 
in the Caribbean territories in which our program is conducted. You 
are aware of the unfortunate situation that existed in Guatemala, and 
of the recent favorable developments there. During the Guatemalan 
situation Nicaragua and Honduras, on both sides have been strength- 
ened through this program, and when the government changed, we 
began immediately with emergency medical supplies for Guatemala ; 
we are actively studying at this time the change that has taken place 
and the throwing out of communism in Guatemala, and how it can be 
made into a favorable development for the people of Guatemala, and 
a constructive example affecting the whole attitude of the Latin 
American people. 
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BOLIVIAN SITUATION 


Fourteenth, during the year Bolivia faced special difficulties due in 
part to the sh arp decline it. the price of tin which has been its prin 
cipal export and due in part, too, to its moves of nationalization a 
few years back. The loss of international exchange was so severe 
that a food crisis arose, and actual food hunger threatened the people 
of the country. Utilizing the Famine Relief Act (Public Law 216, 
83d Cong.) and other emergency transfer powers which Congress 
gave to him, the President acted again upon the joint recommendation 
of the Secretary of State, the Director of the Bureau of the Budget. 
the Director of the Foreign Operations Administration, and the Secre 
tary of Agriculture, and made grants totaling $12 million principally 
in the form of food. 

At the same time the technical cooperation program was redesigned 
to assist in diversifying the economic base of Bolivia. In Latin Ame 
ica and in general we have given a new emphasis to the program in the 
direction of assisting in the production of those produets which the 
United States can well afford to import, and which we need—for 
example, coffee. We are helping in the expansion of the production 
of coffee and cocoa and products of the kind we cannot grow in the 
United States, which we can well take into the country, and they can 
have earnings, and get themselves in a more self-supporting basis. 

Argentina, of course, is also one of the countries with which we do 
not have a program at the present time. 


TECHNICAL COOPERATION WITH INDIA 


A successful technical cooperation program is being carried on in 
what is the most populous democracy in the world, India. Some would 
feel that a country this vast with a population so enormous and a 
standard of living so limited, so low, and the sovereignty so new, could 
not be affected significantly by a program of technical cooperation and 
of relatively limited economic development assistance. 

The facts are that in the field they now clearly indicate that the 
benefits of technical cooperation through the Indo-American project 
of community development are spreading rapidly, are now reaching 
24,000 communities, and affecting 22 million people. The word 
spreads, and they learn from one village to the next. Similar accom- 
plishments are also occurring through agricultural improvement pro] 
ects, water development and well drilling, health programs, and more 
recently stimulation of industrial credit and the improvement of trans 
portation facilities. 

One of the very important facts of 1954 is this. The people of India 
are better fed, and the people of Communist China are more hungry. 
This matter of the relative position of India and Communist China 
may well be an important fact. 


POLICY REGARDING INDIA 


Chairman Brivces. I do not know whether you want to get into 
the Indian matter now, but that, is one of the most bothersome things 
to us here. That country has mocked, needled, and obstructed and 
done everything except fight us. Should we be holding out a complete 
program to India’ That is one thing. 
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Then the other thing is that it has come to the attention of the 
committee that last year there was no presentation here relative to 
railroad equipment for India, and then we found out later there were 
very substantial amounts, over $20 million going into India. Do you 
want to comment on that ? 

Mr. Srassen. Yes. I realize that these are very important questions 
that the chairman has raised. 

First of all, on the matter of the policy—shall we help India or 
not? Iam of course in agreement that there are stands India takes 

1 foreign policy that are very disappointing to us, and are different 
‘olin that we wish they would take. At the same time, we have a 
situation where this country, located in the south of Asia, has a very 
large influence in the Asian picture, and is definitely anti-Communist 
internally. In other words, it has opposed the Communists in their 
attempts to take over the provinces and states of India. It has a posi 
tion somewhat in rivalry to Communist China. 

Communist China is trying to be dominant in all of Asia. India 
is trying to be a leader in Asia. We definitely feel that notwithstand- 
ing the disappointments and attitude on foreign-policy questions, it is 
in the interest of the United States to assist them in keeping out of 
Communist domination. If the Government of India became inca- 
pable of improving their economic lot, even though it is very slow, 
even though they start at a very low point, and you begin to split up 
India and Communists took over some of the provinces in which 
they are the strongest, and you ultimately had India become a second 
Red China, then indeed the United States security interests would 
suffer. In fact, if you think of Red China on the one hand and a 
Red India on the other, the whole of Southeast Asia would be a ripe 
plum squeezed between the two. If Southeast Asia fell under that 
squeeze, there is very little prospect then of holding Japan out of 
Communist domination. If Japan then fell—this is of course a matter 
of future years that you are looking ahead—then the security of the 
Pacific would take a very different picture from that in pos h we view 
it now, in which the Pacific is clearly an ocean under United States 
naval domination. 


QUESTION OF JUSTIFICATION IN AID TO INDIA 


Chairman Brivcrs. How are we going to explain this to our allies 
who are cooperating and who are allies in fact? How can we justify 
aid to India, which is making a mockery of our position interna 
tionally ? 

Mr. Strassen. In two ways, Mr. Chairman. For one thing, we 
do not furnish any arms to India. We only help on this economic 
and technical plan. For the size of the country, and the number 
of people, it is not a large aid program. I think the recommenda- 
tions this year are $85 “million, plus some technical cooperation. 
When you think of a country of 360 million people, and a whole 
subcontinent, it is tr comparable in size to what we do, shall we 
say, in Israel, on the one hand, on the economic side, or what we did 
in Europe in the earlier phases. We do not furnish any arms to 
them, because we are only working on the matter of their internal 
security against Communists internally in India. 
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We realize that they will not, under their present policies, join 
with us in a defensive arrangement against possible Communist ag- 
gression. 

Second, our programs are designed to win friendship from the 
Indian people. As the Indian people become more friendly, and 
there are many reports of that, then we feel the policies of the Gov- 
ernment of India will become more in harmony with our own objec- 
tives in the free-world picture. 

Finally, when we move ahead with a key country like Pakistan in 
the face of the objections of India, we make it quite clear that we 
are not just being nice to a country like India that itself raises 
foreign-policy problems for us. We will nevertheless in spite of their 
objections move forward in the clear security interests of helping 
Pakistan. 


CHANGE IN PROGRAM REGARDING RAILROAD CARS 


In the matter of the railroad cars, Mr. Chairman, I want to first 
of all say very frankly to you that this is one of the mistakes we 
made this year of not consulting this committee in advance of the 
change in the program on the railroad cars. I want to express my 
regret to the committee in that respect. 

I think also there has been some misunderstanding of the nature 
of the change. We did not add to the aid of the Indians. We shifted 
some from one purpose to another. As a matter of fact, we have 
meticulously followed out the letter which the chairman of this 
committee sent to me last July 27, as to this committee’s views on 
aid to India and Pakistan. 

(Discussion off the record. ) 


PROPOSED INDIAN PROGRAM 


The program that had been proposed for India was almost en- 
tirely on the agricultural and community development situation. 
You will recall further that under the President’s reorganization 
plan, I became directly responsible for this as of August 1 last year. 
In other words, it was only the presentation of the President’s plan 
in a broad way that I had up to that point. On August 1 I became 
directly administratively responsible for these technical cooperation 
countries along with my other responsibilities. 


INDIAN FOOD PRODUCTION 


When I reviewed this program I found this significant fact. The 
food production was expanding very rapidly in India from previous 
work that had been done, and from the current water and other 
development, so that their production of wheat and rice was coming 
up very fast. But their method of distributing the food inside India 
and their method of developing their own industries was not coming 
up as fast as their food production. So it had this effect: You would 
get a food surplus in one area, which they would even be inclined to 
export in the world markets, and which we know already have a good 
surplus supply of food, and in another area they would be short of 
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food because they could not transport it over there effectively under 
their limited railroad system. 

Furthermore, when agriculture improved, it tended to increase the 
unemployment in the cities if you did not have an industrial develop- 
ment to take place alongside the agricultural development. So I 
thought that from the analysis of the United States standpoint, it did 
not make the best sense to spend the whole $60 million on expanding 
the production of wheat ro of rice, and these agricultural products, 
but rather we ought to spend a part of the money to improve their 
own railroad system so they could move their food along inside the 
country, and begin some industrial development to furnish the jobs 
for the unemployed in the cities where the Communists were beginning 
to make headway. 

So on that analysis I reduced the agricultural side of the program 
and I increased the transportation and industrial side. 

As I indicated earlier, I should have come up and talked with you 
at that point when we studied this through at the end of August. 
I think that the passage of the year would rather indicate that we did 
the right thing, that the world does not need so much more wheat and 
does not need so much more rice, and India does not need more support 
in the volume we have been giving her in getting her agricultural 
production straightened out, but she does need help in getting her 
simple industries going in private hands, she does need help in getting 
her railroads improved if we are to beat Communists. 

That is the change I made, and I did not add $1 beyond the $60 
million. 

Senator Cuavez. May I ask a question atthat point, Mr. Chairman ¢ 

Chairman Bripvers. Yes. 

Senator Cuavez. Do we understand, Governor, that there is suffi 
cient food in India to feed many millions of people ¢ 

Mr. Srassen. They are in a better situation for food than they have 
been in this century. The production is expanding rapidly. It is not 
suflicient by western standards, you understand. The problem bow 
is more a matter of distribution of their own earning power to buy 
their own food. You do not have the former famine conditions that 
India used to be cursed with so regularly. 


FURTHER DISCUSSION OF LOCOMOTIVE AND CAR PRODUCTION 


Senator Dirksen. Governor, I think you missed the point of 
Senator Bridges’ question. I think what he had in mind was this, 
that the protest and complaint came from the fact that the small loco- 
motives and cars that were built in order to facilitate transportation 
in India had been contracted for construction either over there or in 
Belgium, as I recall, so our own producers here were raising merry 
Ned about it on the ground, first of all, you had areas of unemploy- 
ment in relation to this particular type of equipment that could be 
produced. Second, they made the point it would mean additional 
taxes into the Federal Treasury. Third, it would pick up some of 
the employment slack. 

I think it might be just as well to be specific about it. The Baldwin 
people, for instance, have a subsidiary in Aurora, IIl., as I recall. 
Then they have a plant in Ohio and a plant elsewhere. They pointed 
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out the number of man-days for construction that would go into the 
manufacture of these small locomotives and cars. I think that is the 
thing they complained about, rather than the fact that you changed 
the program and put the emphasis on the industrial side. 

Mr. Strassen. That is another phase of it, Senator. 

Senator Dirksen. Obviously it is pretty difficult to mi ake an answer 
to those people when they will come to you and say, “Look, there is 
a town in your State and there are 2,100 people presently unemployed. 
Here is a contract and we can process it in this town, and it would 
pick up so many people for 1 year of employment.” What do you say 
when they say to you, “Look, the tax funds that we pay into the Treas- 
ury carries on the foreign-aid program. We have no objection to 
having this foreign aid go out to a country like India, but we do say 
that. you can cushion the load somewhat if you will have the stuff 
built here and sent out there.” 

Frankly. knowing what the answer is on both sides, it is still a 
difficult question. 

Mr. Srassen. Senator, that is a very important question and we 
have taken cognizance of it. We have not thus far allocated anv bids 
to foreign countries on this Indian locomotive program. Actually the 
big locomotive bids are coming in this month. What those companies 
did ask is that. we exclude all bidders other than United States bidders. 
Under the policy we could not exclude the other bidders from bidding. 
We did put in the advertisement for bids that we could reject any 
or all bids. So that it may well be that these locomotives will be built 
in Baldwin or some place like that. We still have that ultimate deci- 
sion before us. 


DEVELOPMENT OF U. 8. EMPLOYMENT 


The way the problem will come up will be how much more should 
we pay in order to get United States manufacture. The way we are 
approaching a similar problem is along this line. We think in terms 
of how much unemployment there is in the American industry that 
is involved. In other words, how iriportant is the business to the 
American industry. How big a differential is there in price and how 
close can we come to meeting the need in the other country by getting 
a smaller number of locomotives we will say, for example, in the 
United States. 

I am fully sympathetic with your view that to the maximum extent 
we should develop United States employment. 

Senator Dirksen. We had the same problem Iast year when you 
indicated we could get 4 minesweepers out of the Fre nch yards for 3 
that we built here. So it is to say whether we want to spend the extra 
money to get 4 minesweepers here that would cost more to build. 

Mr. Strassen. That is right. This year the Department of Defense 
shifted some of the ships from European yards to the United States 
yards. As T recall, we could pay for 10 instead of 12 small ships by 
building them in United States yards. But with the employment sit- 
uation we are going to build 10 ships here instead of 12 over there. and 
take the loss of the 2 ships to get the United States employment. 

So when you build them overseas, if you do not have a distressed 
employment situation here, you do have the fact that we can some- 
times make these dollars do two jobs. Let me put it this way. If 
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we still have to help Italy a bit, if Italy were to build some machinery 
for Turkey and we want the m: achinery in T urkey, we let Italy build 
it and pay Italy. Italy turns around and pays United States dollars 
for something she buys in the United States, so the dollars come back 
home and help both Italy and Turkey. 

Whereas if we limit it to a two-way street, then we also have to 
help Italy. One of the reasons we have been ‘able to present to this 
committee this year a request that is down 43 percent from that of 
2 years ago, and that is our reduction, and to make that sharp reduc 
tion not on the basis of dropping the ball around the world, but on 
the basis of really building economic strength in the free world, 1 
that we have been watching for chances to use United States agric a. 
tural surplus products in place of dollars, to use purchases in third 
countries where they themselves need some earnings, we will say like 
Japan, building something for Korea and to make the dollars do 
double duty. 

I think the policy is working out quite well, but we are alert to 
the fact that when you have your locomotive factories in the United 
States without business, and they have unemployment, then that has 
to become an overriding factor, and you have to build the locomotives 
in the United States. 


RAILROAD EQUIPMENT CONTRACTORS 


Senator Tuyr. Mr. Chairman, the question that I wanted to ask 
is this: There are no facilities or contractors or manufacturers that 
could bid on any part of that railroad equipment in India? 

Mr. Srassen. No, they cannot build them. The competition is Ger 
many, Italy, Austria, France, Switzerland, I believe, Belgium. Those 
are the competitors, 

Senator Russett. That is clearly economic aid and not technical 
assistance. 

Mr. Strassen. As far as India is concerned, yes. 

Senator Russet... I personally do not favor the extension of eco 
nomic aid to India. I think we can justify an appropriate program 
of technical assistance, but I am unable to see any justification what 
ever for any economic aid to India. 


TOTAL ECONOMIC AID 


Senator Dirksen. At that point, to keep the record clear, Gov- 
ernor, I think this indicates a total of $10414 million for fiseal 1955. 

Mr. Strassen. That is right. 

Senator Dirksen. Technical cooperation would be $1914 million, 
and title 2, development assistance, the thing that Senator Russell is 
talking about, would be $85 million. 

Mr. Strassen. That is right. 

Senator Dirksen. So roughly there is about five times as much 
development funds in here as there is for economical assistance. 

Senator Russeiy. That is economic aid, no matter what you may 
call it. 

Mr. Srassen. That is right. 

Senator Russett. What are the other large items besides the rail- 
road equipment, power dams, and things of that kind? 
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OTHER ASSISTANCE 


Mr. Strassen. Some assistance in irrigation development. Some in 
establishing their fertilizer plants. $40 million of it will be United 
States agricultural surplus products that go in. $16 million to help 
their mining, industry and labor. $15 million for their transportation, 
communications, and power. $3.5 million for health and sanitation, 
and $10.5 million for the development of their agricultural and natural 
resources, 

In some of these instances, we are also able to serve a direct United 
States objective in situations like this. India has become an important 
source of manganese. We used to have to depend on the Soviet for it. 
We have helped to develop their manganese and their transportation 
of their manganese down to the seacoast, so that we had an alternative 
source to the Soviet, and did not have to get it from the Soviet. They 
are also a most important source of mica. 

Senator Russert. You are paying them for the manganese on top 
of all this money ? 

Mr. Srassen. That is true. When they came into sovereignty 
from the British, they were in very bad shape. As you remember 
the partition, there was an upsurge of killings back and forth between 
the Hindus and Moslems, and the Communists began a real attempt 


« 


to take India over. Technical cooperation alone would not be suffi- 
cient to save the Indian Government. 


WHEAT GIFT TO INDIA 


Chairman Brivees. Governor Stassen, I remember when we gave 
them $200 million worth of wheat. Senator Dirksen and I offered an 
amendment which would provide for an exchange for strategic mate- 
rials, including monazite sands. It was passed by the Senate. The 
previous administration brought pressure to eliminate it. It was elim- 
inated in conference. India therefore got the $200 million of wheat 
with no obligation. Before 7 days went by they attacked us and led 
the opposition to us in the United Nations. That is the point that 
is so hard for this committee and the American people to understand. 
In spite of everything we have done, they will slap us in the face, they 
mock us, and needle us all along the line. It isa difficult thing to under- 
stand. It is particularly hard, for instance, in dealing with South 
and Central American countries who have been our friends tradition- 
ally, and who are getting no particular aid from us. 

Mr. Srassen. I agree, Senator, it is one of the problems that is the 
most difficult in the world scene. I would liken it to this kind of a 
situation. If you are a Senator or a governor and one of your bus- 
iness people is constantly opposing you politically, making charges 
against you, weakening your political stature, joining the opposition 
against you, and you nevertheless are winning, and are in office, and 
then along comes a situation where you have to decide whether that 
business that that man is heading is going to be permitted to be ruined 
and go into bankruptcy and throw his people out of work, or whether 
you are going to save the business by something that_is within your 
reasonable and proper power in public office. The United States is 
in that kind of position vis-a-vis India, Politically from a policy 
standpoint, they have been very difficult to us at many turns of the 
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road, Nevertheless, we are in a strong and powerful position, and 
so far their opposition to us has not been crucial. In other words, 
it has been difficult. For instance, we used their troops in Korea to 
administer the prisoners of war. We have not agreed with some of 
their proposals with respect to Korea and Indochina. They caused us 
some problems and so forth. We probably have the power of decision 
of either giving just enough economic backup so their 5-year plan 
gradually improves and the Communists do not take over the country, 
or of pulling the props out. 


PSYCHOLOGICAL IMPACT OF AID WITHDRAWAL 


One thing that happens is that if the United States pulls the props 
out, it is not only what we pull away, it is the psychological impact. 
Every country doing business with them will say maybe they won't 
be able to pay for their imports. Every private businessman in and 
out of India will think this country will go down the drain, They 
get a run on their currency and you send them on the road. W hen 
you have done it and have ruined this country and turned it over to 
the Communists, is it a wise thing? 

(Discussion off the record. ) 

Mr. Srassen. What is the long-range United States interest in rela- 
tionship to this new country which just came into new sovereignty in 
that part of the world? When I think of it in that term, I am inclined 
to feel that our immediate emotions ought to be overruled, as I am 
sure you would be if you were in a political position that I opposed 
and you could ruin a man that opposed you and throw his people out 
of work and send him into bankruptcy. It is a difficult thing, and 
one of the most complex ones to think through, and know what is the 
statesmanlike thing to do. 


CONSIDERATION OF PROGRAM 


I would emphasize of course that the program I am presenting to 
you on India is not an FOA program. It is one that has been talked 
through by the President, the Secretary of State, the Secretary of 
Defense, the Director of the Budget, and the Secretary of the Treas- 
ury, and it comes up to you after that careful consideration, and then 
has been considered in the House Foreign Affairs and Senate Foreign 
Relations Committees, and has a bipartisan support from both of those 
committees, They were troubled by these same factors all along the 
line. 

Senator Russe.,. Your argument assumes that there is not an alter 
native to Nehru and that unless we put this money in there, that 
India is going to fall into the hands of the Communists. We are not 
the only people that have a stake in India. Great Britain has a stake 
that is not only as great as ours from the standpoint of the free world 
vis-a-vis Communist world, but from the economic standpoint it is 
very deeply grounded there. This is not a large sum of money that is 
here involved as compared to our whole foreign aid. I would much 
rather the British gave it to them, if that is what is necessary to keep 
Nehru in and the Chinese out. There is no doubt in my mind that the 
British would give it to them than to look like we were rewarding 
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their attitude to the United States by just forcing this assistance on 
them. 

They did use their troops to negotiate the armistice in Korea, and 
they were very proud to have done it because it gave them an oppor- 
tunity to gain prestige. I remember well when ‘the war first started 
in Korea, Pakistan I believe it was was the first country anywhere 
that offered to send a brigade of troops to fight in Korea. Tt was 
of incalculable help to us, “because they were Asians. What did the 
Indians do? They notified if they moved that India was going to 
move into Kashmir, and they moved two divisions there ‘immedi- 
ately, which was almost an act of armed aggression against the 
United Nations, as I saw it, because Pakistan wanted to contribute 
and help. 

We followed that up by giving this aid in there. It is not a tre- 
mendous sum of money, but it is a tremendous cost of my self-respect 
as an individual American citizen, and I think the Government of 
the United States. 


QUESTION OF CONTINUING AID 


Senator Dirksen. In connection with Senator Russell’s obser- 
vation, let me raise this question. Suppose we do go through and 
include the development aid, namely, $85 million for fiscal 1955, what 
do you see for fiscal 1956, or is this a continuing process on the theory 
that we will never quite see the time when the shadow of the Com- 
munist menace will not be on India? Will we have to go through 
this in your judgment ? 

Mr. Srassen. I do not think anvone can see that far ahead at the 
present time. I would say that if we have as much success in the 
actual conduct of the program in India we ought to be able to at 
least reduce beyond 1955, and do as we have done in many European 
countries, pull back out, and have them completely on their own 
feet, as has happened in 10 of the European countries now. 

Tt will depend a little bit on what happens in southeast Asia. In 
other words. if we are able to hold the line somewhere down in 
there, and the non-Communist forces begin to strengthen there, it 
will have a repercussion of strength down from India. 


DISCUSSION ON OPERATION OF DEPARTMENT 


Senator McCarrny. Will the Senator from Tllinois yield for just 
one question ? 

Governor Stassen, as you know, you and T have been fairly close 
friends for quite some time. T was one of your most ardent sun- 
porters in 1948. T felt that you did a tremendous job since then in 
vour testimonv in regard to the dishonest investments by certain 
Government officials in commodities. T think you were a moving 
force in disclosing that. T think vou did an outstanding job in your 
testimony on Jessup, so when T ask these questions. I would like to 
have it very, very clear that they are not induced by any personal 
animosity. 

T am very. very much disturbed by what your Department is doing, 
very much disturbed about their failure to give us information. T 
am going to ask you some questions, and I am going to hand you, if 
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I may, Governor, a document which you may not have ever seen— 
I do not know—but while you are scrutinizing that, I would like to 
ask you some questions on this question of manganese. 

Senator Malone, who I think is the greatest authority on mining 
that we have in the Senate by far and away, says that the production 
from Brazil plus our own production which could double or treble 
would furnish us with sufficient manganese for 100 years of war. He 
says that obviously if we get in a war with Communist Russia, we 
will most likely be denied the source from India. For that reason 
I just wonder why we do not do what Senator Malone’s committee 
has suggested, namely, try and increase our home consumption and 
South American production rather than the Indian production. 

In other words, we would use the funds here instead of over there. 


MANGANESE POLICY 


Mr. Srassen. We are also expanding Brazil and United States 
production, as I understand the manganese policy, and we are also 
stockpiling manganese very substantially, having in mind that in the 
actual outbreak of war, the movement of supplies from India would 
also be unlikely or difficult. So the situation has much improved from 
sometime back. But to maintain a stockpile, you also have to keep 
your current consumption needs met, exclusive of the stockpile. 

Consequently, we do have a heavy annual need of manganese that 
‘rannot be met. 

As I remember Senator Malone’s position, it was that if we started 
to develop these lower grade manganese sources in the United States, 
I think he said in 7 years we could have enough low-grade manganese 
at higher cost inside the United States. 

Senator McCarrny. I am afraid you did not get my question at all. 

Mr. Strassen. Even if you went all out on his policy, you would have 
this interim period where you would need a lot of manganese for your 
current consumption, 


MANGANESE EXPENDITURES 


Senator McCartuy. Governor, I am afraid I did not make my ques- 
tion clear. It is this: We are spending American dollars as of today 
to build up the manganese mines in India, mines which will not be 
available to us if there is a war. I am curious to know why we are 
not using that same money to build up the mines, we will say, in 
Brazil and the United States. 

Senator Cuavez. And you might mention Arizona and Nevada. 

Senator McCarrny. That is what I have in mind very much. New 
Mexico, Arizona, and the entire southwestern part of the country. 
Let me say, Governor, I know that taking over a job such as you have 
taken over, it is impossible for you to be an expert on everything over- 
night. 

Mr. Strassen. I would say impossible to be an expert on everything 
at any time, overnight or through the years. 

Senator McCarruy. Here is Senator Malone now who is the great- 
est expert on this subject, and I will yield to him right away. I have 
talked to people in your department, and I am not quoting this verba- 
tim, but just roughly, and I said, “Why don’t you keep our mines open 
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in the United States, and why don’t you spend that money here, and 
in South America, because with the Russian new type submarines, 
they can cut off all our sources from India.” 

The answer that I get is the most fantastic that I have ever heard of. 
Our committee was investigating this when we turned it over to Sen- 
ator Malone’s committee. The answer in effect was that, well, if we 
can keep the metals in the earth in the United States, then we are 
making a substantial gain. An engineer says if you flood a mine in 
the United States for 5 years, it is lost forever. 

I would like Senator Malone to do some questioning on this after I 
have finished this question. I have been firmly convinced, Gover 
nor, that either we have people who are trying deliberately to make 
us dependent on foreign sources which will be unable to be used. As 
one engineer said, you could not wage war for 6 months if you had 
to depend upon foreign mines or someone who is completely incom 
petent beyond words. I would like to turn that particular phase of 
the questioning over to Senator Malone, if the Chair does not object 
to that. 

May I say, Mr. Dirksen, we had been conducting this investigation, 
and the Senate appointed Senator Malone as a special head for the 
committee to investigate the subject. 

Senator Dirksen. Knowing what an informative gentleman the 
Senator from Nevada is, I will be delighted indeed to have his observa- 
tions but before we do, let us just set a little foundation here. 

Governor, under title 2, development assistance—that is the eco- 
nomic aid. 

Mr. Strassen. That is right. 


ALLOCATION OF AID 


Senator Dmxsen. The total amount for 1955 is $224 million, and of 
that India would receive $85 million. Then you have an item marked 
“Undistributed by country,” $130 million. I suppose that is just flex- 
ibly available for the various countries in the Near East, Africa, and 
South Asia, and so forth? 

Mr. Srassen. No; that simply means that there are illustrative pro- 
grams of the way in which we would use that in other countries in 
the overall bill. We do not try to divide for every country. 

(Discussion off the record. ) 


AGRICULTURAL LOANS 


Mr. Srassen. Remember in this overall program where you are 
talking about $224 million, you also have a requirement which we 
welcome that a substantial part of this shall be loans rather than 
grants. You also have a requirement that a substantial part of this 
shall be not dollars but United States surplus agricultural commodi- 
ties. 

The first thing I want to get clear is that you are not talking about 
taking $224 million and carrying it overseas and dropping it down. 
You are talking about sending things overseas of which a substantial 
part will be agricultural products, a certain other part will be loans 
and certain other parts will be machinery and exports from the United 
States that will be funded here. That gives you that perspective. 
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Israel is down from 52.5 in fiscal year 1954. In Jordan it is a matter 
of trying to stabilize that picture. In Libya we have one of our biggest 
and important air bases in Northern Africa. Syria is this crucial spot 
between Iran and Turkey and we are trying to stabilize and improve 
that picture. Africa is $5 million in that whole dependent overseas 
territories, and it is a matter of realizing that the Communists are 
working there now in what they hope to cause trouble 20 years from 
now, and a little money early might hold off trouble later on. 


OTHER MINING ITEMS 


Senator Dimxsen. Pertinent to the question raised by Senator 
McCarthy, are there any other mining items in this whole category 
of economic aid, other than the one for India? Last year they were 
making this exploration in Italy with respect to mineral resources, 
to see what development might take place there. Would there be any 
mining items in this economic development title? 

Mr. Strassen. There might be some in the dependent overseas terri- 
tories of Africa; not large, but some. 

Senator Cuavez. What would they be, lead, zinc, copper? 

Mr. STASSEN. No; they are developing some chromium in Africa. 


TECHNICAL COOPERATION 


Senator Dirksen. While we are about it, we might as well finish 
the other item of title 3. That is the straight technical cooperation 
item, where we send people to assist them on a variety of things in the 
field of agriculture and everything else. 

Mr. Srassen. That is right. 

Senator Dirksen. Your total there is $131 million scattered in 
modest amounts over roughly 40 countries, 

Mr. Strassen. That is right. 


QUESTION OF OPEN COMMITTEE SESSION 


Senator McCarruy. Senator Dirksen, may I ask a question as a 
point of information, and I do not want to press this if the acting 
chairman objects to it. 

I understand that the rule of the committee is that if any Senator 
wants to have a meeting thrown open, it will be made an open meeting. 
I think this meeting is of such vast importance that it should be open. 
However, I will not press that if the Chair disagrees with me. 

Senator Dirksen. The Chair would have to disagree. 

Senator McCarrny. I think the questions Senator Malone will ask 
are of the greatest importance. 

Senator Dirksen. | must make it clear that when the hearings 
began, it was agreed that these hearings would be closed. I do not 
believe. however, that the cloture rule would operate against any 
Member of the Senate. 

Senator McCarrny. Senator Dirksen, may I call your attention to 
the rule under which we operate? I believe we operate under a rule 
which provides that if any member of the committee asks that the 
hearings remain open hearings, that they would be made open hear- 
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ings, open to the press and the public. May I say that I will not insist 
upon that if the Chair feels that would be unwise, if Mr. Stassen feels 
that what he is testifying to would in any way involve the national 


Si 

security. vest 
Senator Taye. Mr. Chairman, I want to call your attention to the two 
fact that this was called as an executive session, and up until such inv 
time as this becomes other than an executive session, I believe that this stal 
Appropriations Committee should go into an executive session and tot 
determine what the next step would be. int 
Senator Cravez. Not only that, Mr. Chairman, but it would be De: 
unfair to the acting chairman at the moment to make a decision so wh 
serious as this. After all, the chairman of the committee happens to de 
be out of the room at the particular moment, and T do not think it is ab 
quite fair to you. sul 
Senator McCarruy. I will withdraw the request. qu 
Senator Dirksen. The Chair is fully familiar with the way this 


was setup. It was agreed that when we began in the interest of time M: 


economy, so that we did not have to clear the room like last vear—and 


ve 
General Stewart remembers so well we were at it for nearly 3 weeks ou 
of open and closed sessions—that we thought we could consummate ye 
the hearings this year in 1 week by going straight through title after to 
title. te 

Consequently there will be off the record testimony that should th 
be limited, I think, only to Members of the Senate. I do not suppose al 


there is any objection to having Senator Malone here, but there would 
be objection to having staff members. tl 


Senator Tryr. I have no objection, but we started out this hearing 


a 
today as an executive session. fi 
Senator McCarrny. I withdraw the request. 
Senator Ture. If we go into anything but executive session, I would ii 
want the full committee to sit and decide. I 
Senator McCarruy. I withdraw the request, but I merely point out c 
the rule under which we operate. I understand that if any one 
Senator wants an appropriation hearing public, it will be made . 
public unless the witnesses who are testifying feel that their testimony 
would endanger the national security. 
In view of the objection on the part of several Senators, I with- 
draw my request. Period. Nothing further. 
(Discussion off the record.) 


WESTERN HEMISPHERE MANGANESE PRODUCTION 


Senator Cuavez. To your knowledge, do you know that there is un- 
developed resources in the West, New Mexico, Arizona, Nevada, Utah, 
California, Oregon, and all the Rocky Mountain States ? 

Senator Martone. Without going into detail, and the report will 
be available to all of you, I would say that the Western Hemisphere 
can without any doubt be self-sufficient in manganese and the pro- 
duction in the United States could be doubled or trebled or even more 
if it were necessary or advisable. The Western Hemisphere could 
hecome self-sufficient in the production of manganese. 
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RESPONSIBILITY OF FORMER OFFICIALS 


Senator McCarrny. Senator, during your investigation, an in- 
vestigation which was authorized by the Senate, and we turned over 
two of our investigators to you because we had started a preliminary 
investigation, you went through with that and I think did an out- 
standing job, is it not correct—and I call Senator Mundt’s attention 
to this specifically, because he is the man who has had a great interest 
in this particular individual—is it not true that you found that Harry 
Dexter White was responsible to a great extent in doing the planning 
which makes us as of today, as of this very moment almost completely 
dependent upon foreign sources, sources which would not be avail- 
able to us with the type of submarine which the Russians now have, 
submarines which they developed from German scientists, or is that 
question too long‘ 

Senator Matone. No, it is all right. I would just say this. On 
March 7, 1944, and I hope we do not interrupt the trend of your in- 
vestigation, Harry Dexter White sent a memo to Morgenthau, pointing 
out that we would be out of manganese in 3 years, and petroleum in 16 
years, and goes on with quite a list, and said why. ‘Then he goes on 
to say that Russia is in a very good position to furnish all these ma- 
terials if we loan them $10 billion, and the memo was sent to the 
then President by the Secretary of the Treasury. Both those memos 
are here. 

Then the President when he signed the stockpile bill simply said 
that he signed it very reluctantly because it was not the policy of the 
administration, because we wanted to save our materials, and buy it 
from foreign countries, 

Those three documents are here also. The documented evidence is 
iiere that you do get about 900,000 tons of manganese per year from 
India. It is not necessary to get it there. You can get it in Brazil, 
or you could increase our own production to a great extent. 

Senator McCarruy. Could T interrupt? Is this a correct statement, 
Senator, that from your investigation and your hearings you have 
determined that an outfit in the State Department, of which Alger 
Hiss was a participant, Harry Dexter White was a participant, rather 
effectively has made us dependent upon foreign sources for various 
minerals, not only manganese, sources which would not be available 
to us, and I think this is something that Governor Stassen would like 
to hear about, because I say he cannot be an expert in everything 
overnight, when he takes over a job as mammoth as he has. I wonder 
if you would give that picture? 

Senator Dirksen. May I say first of all we are not concerned in 
this bill with the exploration and development of strategic and criti- 
cal materials in the United States. There is actually only one item 
before us, and that is the earmarking of X dollars for certain manga- 
nese developments in India. I do not believe we ought to go beyond 
the range of the bill. That is the only thing that is before us. If it 
is an inefficacious expenditure, it can be deleted. 

Senator McCarruy. I think you are somewhat in error on that, 
Senator. 

Senator Dirksen. I am afraid I am not. 
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Senator McCarruy. I think you will find there are funds earmarked 
for roads and other mining developments, and if that is not correct, I 
would like to have Governor Stassen correct me. I think that while 
technically the development of the mines have only to do with manga- 
nese, you will find that there are railroads, roads, bridges, what have 
you, going into other types of mining developments in various parts 
of the world. Is that right, Governor ? 

Mr. Strassen. Is that a question of me, Mr. Chairman? 

Senator Dirksen. Evidently so. 

(Discussion off the record.) 


FUNDS FOR UNITED STATES EXPLORATION 


Senator Cuavez. While it is true that the item we are now dis- 
cussing is this aid to India, as I understand, and we are discussing the 
matter of stockpiling minerals, in arriving at the conclusion how much 
we are going to do that for India, should we not consider the supply 
of that material within met United States? 

Senator Dirksen. Yes, but FOA has no authority to spend funds 
in the United States for exploration and the question is not actually 
before us. What we must determine is do you spend X dollars in 
India for the further development of manganese deposits. That is 
the only question that is before us in the bill at the moment. 

Senator Cuavez. I would like to do everything I possibly can for 
India, but if I can get it in New Mexico, I prefer to get it in New 
Mexico, 


FAR-REACHING PROGRAM 


Mr. Srassen. It is our policy, Mr. Chairman, to develop for all 
strategic minerals sufficient sources for all free countries that are out- 
side of the control of the Soviet Union. That is a very far-reaching 
program. It goes beyond what the United States needs, but what is 
needed in Western Germany, France, Denmark, Norway, Belgium, 
and Italy, and we are looking at this thing now on the worldwide basis 
of two tremendous areas of the world that are obviously in a position 
over on the one hand of one being under domination of the Com- 
munists, clearly willing to use any military, economic, subversive or 
political force to injure the other half of the world. Then you have 
a certain portion of the world that kind of teeters in between, where 
they have not made up their minds how they are sizing it up. 

The strategic minerals are one important part of this whole world- 
wide problem. Of course it is not only manganese but it is chrome, 
it is copper, itis molybdenum and a whole range of strategic materi: als. 
We feel that if we are going to keep the free ‘world out of the Soviet 
clutches, and if possible expand the free world, that is, get more 
nations that are neutral to join the free world, and when you can get 
one to come out from under the Red domination, as happened in Guate- 
mala, to welcome that and move with it, we have to think about the 
supply of strategic materials not only for the United States—that is 
No. 1—not only for that, but also for the rest of the free nations. 

So what we are going to do in our program is to analyze worldwide 
raw materials, and when they are in a free world short supply, we 
assist in expanding that supply. 

ioueaiben off the record. ) 
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MANGANESE PURCHASES BY OTHER COUNTRIES 


Mr. Srassen. There was a time not long ago, we will say, Denmark 
would have to sell tankers to the Soviet in order to get some manga- 
nese that she needed, when Norway would ship some aluminum in 
order to get some manganese, and many of these free countries were 
in a squeeze from the Soviet area on certain of these strategic ma- 
terials. I do not pass upon and it is not my province, as you say, 
on the matter of the domestic policy of how high a tariff should be 
for a certain domestic production, or what should be the other meas- 
ures to support certain domestic developments of these minerals 1n 
the United States and the United States stockpile, which is in the 
Office of Defense Mobilization, and the Department of Defense. I am 
endeavoring to carry out the worldwide policy of having the free 
world in a position so that it can be strong and could not be squeezed 
in any economic sense by the Soviet area of the world for this long 
pull. 

That is why we are giving this special attention from a worldwide 
standpoint to dev eloping strategic materials in the non-Communist 
areas of the world. In some places we open up a highway and then 
let private capital come in and open up the mine. Somewhere else we 
might have to improve a port so the minerals can move in and out, 
and let the private capital develop the mines. 

(Discussion off the record.) 


FURTHER DISCUSSION OF OPEN SESSION 


Senator McCarrnuy. I would like to make a motion, Mr. Chairman. 
First I would like to ask whether I am correct on the rule, that is, 
that this committee is operating under the rule that if any member 
of the committee requests that the testimony be taken in public, it will 
be taken in public with the right, of course, of the man testifying to 
decline to give anything that might be security information. If I am 
correct in that, I would like to move now that this be an open hearing, 
Mr. Chairman. 

I would like to have Senator Dirksen’s attention to this if I could. 
This is something I am sure you would agree with me on. I think 
it is awfully important that we get this picture to the American 
people. I think we have such a foul situation in your organization, 
Governor, and I do not blame you for it, you came in and inherited 
a bad situation—I think if you are to be blamed, you should be blamed 
for not having moved more rapidly, but I know wh at a tremendous 
job it is. I know, for example, even in a staff of 25 people on the 
committee, it is difficult to get a complete background of every indi- 
vidual. I am not blaming you for this. I do think that we have 
such a foul situation, however, in MSA, and I think you have done 
some very good things over there, extremely good, I think the public 
should have this picture, Mr. Chairman. If I am right on the rule, 
then I would like to move that this be made public. 

May I say, Mr. Chairman, if the Chair feels strongly that this 
should not be done, I will not press it. I think that is the rule. 1 
would like to have it done, but if the Chair has any strong feeling 
on it, I will not press the motion. 
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Chairman Brinces. Let me say that the chairman of this committee 
has always favored open sessions of the committee, and the closed 
sessions are the exception rather than the rule. We went into execu- 
tive session on this because there is so much classified material 
involved. As long as we are discussing classified material, I would 
prefer to be in executive session. If general policy or unclassified 
material is to be discussed, the chairman believes that it should be 
in open sessions. We normally hold open sessions on all things; ex- 
ecutive sessions are only used on the defense and foreign-aid bills. 


NEW CLASSIFICATION “OFFICIAL USE ONLY” 


Senator McCarruy. Could we have this sort of gentlemen’s agree- 
ment, then, Mr. Chairman, that there be deleted from the record any 
classified material and have your staff and Mr. Stassen’s staff decide 
together what is classified, not using, I might say, the new classitica- 
tion dated March 26, 1954, but using the classification which has to do 
with security, but your staff feels should not be classified and should 
be made public. 

May I say, Senator Dirksen, here is something I sent to your office 
today as a member of the investigating committee. Senator Bridges, 
you would be interested in this. When we talk about what should 
be classified, we have a new order effective March 26, 1954. I handed 
this to Governor Stassen so he would not be taken by surprise when 
he was questioned about it. 

It provides that where they cannot classify material under the exist- 
ing security regulations of the President’s order, that then there shall 
be a new classification, a classification designated “Official use only” 
and this will deny the Congress the information. 

Let me quote if I may from paragraph 6 of this, and if I misquote 
this, Governor, I will hand it to you so you can correct me on it. 

One of the things that we are denied is information pertaining— 
keep in mind if you will that this does not come within any Presidential 
directive, this is a new secrecy order, something that we have not had 
under our democracy— 

(Discussion off the record.) 

Senator McCarruy (reading) : 

Par. No. 6. One of the things designed “For official use only,” information 
pertaining to administrative, organization, personnel, fiscal or operating policies, 
procedures and plans where temporary protection prior to firm establishment 
is in the public interest. 

This is just one sample of it. I want to hand this to the Chair. I 
assume this is one of the types of orders that I will hear that the Attor- 
ney General is investigating me about, to see if I should be prosecuted 
for having gotten it. It is one of those that is classified. I think that 
should be made a part of the record. 

Mr. Chairman, I do not want to beat this horse any longer. I would 
like to suggest that if we could, that we take all the information that 
could be classified under the President’s order, eliminate that, and 
make the rest public. 

Mr. Strassen. Mr. Chairman, I would like to clarify one point be- 
cause it is so precise. 
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DIFFICULTY IN SEPARATING CLASSIFIED INFORMATION 


Senator Dirksen. Let me observe fora moment. We set these hear- 
ings in the interest of time on the theory that there was an adjournment 
target date. It was my conclusion, and I am sure it was the conclusion 
of the chairman, that to try to separate classified from unclassified in- 
formation when you are racing aaa in a hearing becomes a very dif- 
ficult proceeding. It seems to me preferable, the refore, Mr. Chairman, 
that we continue in executive session, and that it not be made public, 
and at the end of the executive session, if there is a request for any 
witness to come back to answer any questions, and he feels that there is 
un answer involving classified information that he cannot give, he is 
then free to do so, and withhold his answer. But in the interest of a 
short, and I think a good record that has some continuity and where 
the facts do not get lost entirely in the words, this is a far better w: ay 
to proceed, for otherwise there will be occasions when the room has to 
be cleared, and we had so much difficulty and took so much time during 
last year doing it that way, I think we ought to proceed as we have 
done, with the underst: nding that at the end of the executive session 
any witnesses may be called back for inter rogation on any subject that 
any member of the Senate may wish to quiz them on. 

Mr. Strassen. I will commit myself to make myself available to be 
called back at any time, either by this committee or by the committee 
of which Senator McCarthy is chairman. I am perfectly willing to 
respond to any committee at any time. 


STATUS OF EXHIBIT 


May I just pin down one specific detail in this last presentation. As 
Senator McCarthy handed over this document, he said this was a clas- 
sified document which he might be criticized for having. ‘The docu- 
ment itself will show that the Senator’s statement is false. It is not a 
classified document. It is a general manual that was distributed 
worldwide in all executive branch agencies. He can get a thousand of 
them if he wishes them. It is a regular part of our manual of operat- 
ing instructions in the Foreign Operations Administration. 

The stenographic record will show that the Senator called it classi- 
fied as he handed it tothe chairman. The document now in the chair- 
man’s hands, which I think should be made a part of the record of this 
hearing, will show that it is not classified. 

Senator McCarrny. May I have that, Mr. Chairman, to see if I am 
in error in that? If I am, I would like to be corrected. I handed this 
to Governor Stassen, as I said, so he would not be taken by surprise. 
The Governor is right. This is not stamped “secret, top secret, confi- 
dential, or restricted.” It does, however, provide that there is a new 
secrecy order in the FOA, the secrecy order which will deny the 
American people, and I quote: 
information pertaining to administrative, organization, personnel, fiscal, or other 
operating policies, procedures and plans where temporary protection prior to 
firm establishment is in the public interest. 

Could I ask you this, Governor, in connection with and in view of 
your statement? May I say you are right this is not stamped 
“classified.” 
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Mr. Srassen. Thank you for correcting yourself, Senator. 

Senator McCarrny. I stand corrected on that. Was this order 
issued as a result of the investigation of our committee of the trade 
between Soviet and non-Soviet bloc nations? 

Mr. Srassen. Of course not. 

Senator McCarrny. Could you tell us what the Ee of this is? 
You have the Presidential order which protects the security of the 
Nation. 

Mr. Strassen. This carries out the President’s order. 

Senator McCarruy. That goes a long way. I heard you, Governor, 
in speeches criticize that order as being—I think I can quote you ver- 
batim—as being a blackout order. I wonder why you as he: ad of the 
FOA now go beyond the Presidential order? 

Mr. Srassen. ‘This is the implementation of President Eisenhower's 
order within the Foreign Operations Administration. This is a regu- 
lar part of our manual of operating instructions and it speaks for 
itself. 

Senator McCarruy. Senator, I hate to take your time on this, but 
I think it is awfully important. This secrecy thing has been bother- 
ing me a long time. You say this is in implementation. On April 9, 
I wrote you a letter. We have here your order providing that in addi- 
tion to materials which can be classified under Executive order, you 
are initiating a new classification designation “Official use only.” 
This is not an implementation of the Presidential order, Governor. 
Do you want to read this, so there will be no question ? 

Mr. Strassen. I do not have a copy, but I do know it. I issued it. 

Senator McCarruy. You say in addition to the presidential direc- 
tive, we will have a new secrecy rule where Members of Congress can- 
not get additional material where somebody in your Department says 
this is for official use only. I was wondering why you were not satis- 
fied with the Truman order and the Eisenhower order. 

Mr. Srassen. Senator, you refer to your letter of April 9. Your 
letter of April 9 asked for a wide range of highly classified informa- 
tion. Because the members of your staff were not cleared for classi- 
fied information, I would not furnish that information. I could not 
under my own oath of offic2 and my own rules under which I operate. 


SHIPMENT OF STRATEGIC WAR MATERIAL TO COMMUNIST BLOC NATIONS 


Senator McCarrny. If the Chair will bear with me for a few min- 
utes, everyone here has clearance, I understand. Can you tell us this: 
Can you tell us what material that we consider strategic war materials 
are being shipped by our allies to Communist bloc nations? 

Mr. Srassen. None. 

Senator McCarrny. None whatsoever? 

Mr. Strassen. Except for those Presidential exceptions which are 
sent up to the Congress and reported by the President, principally 
involving the commitments that were made prior to the Battle Act 
being passed. 

Senator McCarrny. Governor, how about tractors? We don’t 
allow them shipped from this country. They are on our strategic 
list, are they not? 

Mr. Srassen. It depends on what size tractors and there is a whole 
matter of the classification of use of tractors. 
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Senator McCarruy. Governor, let us, you and I, not hedge on this. 
Is it not a fact that tractors cannot be shipped from this country to 
Communist-bloc nations ¢ 

Mr. Strassen. In some classes. 

Senator McCarruy. What classes can be shipped ? 

Mr. Srassen. There is a whole wide range of description of horse- 
power and purpose : and so forth. The United States has been follow- 
ing a stricter classification than we apply to the other countries, 


WITNESS PLACED UNDER OATH 


Senator McCarruy. Mr. Chairman, this may seem on the surface a 
bit insulting; it is not intended to be that way. I have always insisted 
that I be sworn when I testify. I have been a great supporter of the 
Governor for the presidency and many other jobs. I would like to 
have the Governor sworn, because I would like to have this testimony 
under oath. When the Governor says that we allow tractors shipped 
from this country to Soviet Russian Communist-bloe nations, I want 
him to say it under oath. I have I think the most competent investi- 
gators. If you do not know, Governor, I would say tell us. 

Mr. Chairman, as I say, I have always insisted I take the oath 
myself. 

Chairman Brinces. The rule of the committee is that we do not 
swear witnesses except at the request of a committee member. If any 
committee member requests the swearing of a witness, then the re 
quest of the committee member is honored. At this time, Governor, 
do you solemnly swear the testimony you give is the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Srassen. I do. 


SHIPMENT OF TRACTORS TO SOVIET-BLOC NATIONS 


Senator McCartuy. Governor, is it your testimony that we allow 
certain types of tractors to be shipped from this country to Soviet- 
bloc nations? 

Mr. Strassen. That is not my testimony. 

Senator McCarriy. Then I must have misunderstood you. 

Mr. Strassen. No, you shifted the question around, as you always do. 

Senator McCarruy. I am not trying to trick you at all. 

Mr. Srassen. In other words, all these lists are a matter of defini- 
tions, and there are different classes of embargo as to what the United 
States ships, as to what can be shipped to Communist China, as to 
what can be shipped to the European Soviet bloc. 

Senator McCarruy. I am asking you a simple question. Do we 
allow the shipment of tractors from the United States to Soviet-bloc 
nations ? 

Mr. Srassen. You mean at this time? 

Senator McCarruy. At this time. 

Mr. Strassen. I would have to check with the Department of Com 
merce on that. It is not in the matter of the Battle Act which is what 
you started to ask about. The tractors are classified according to size 
and purpose and things of that kind. 
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APPEARANCE BEFORE SENATE ND HOUSE COMMITTEES 


Senator McCarruy. You were over to England some time ago and 
you came back and you announced, I believe, results which you said 
you thought were favorable. You were questioned before the For- 
eign Relations Committee, were you not? 

Mr. Srassen. That is right. I made a full report to the Senate 
Foreign Relations Committee and the House Foreign Affairs Sub- 
committee on the situation. 

Senator McCarruy. At that time, you were questioned as to why 
we were allowing the shipment of tractors from our allies to Com- 
munist nations; is that right? It was pointed out to you at that 
time, Governor, just so we do not bandy words around, that we were 
countenancing activities on the part of our allies whom we were 
financing, which we would not countenance on the part of our own 
businessmen, namely, the shipment of tractors, machine tools to Soviet- 
bloc nations; is that not correct ? 

Mr. Strassen. You are looking at a magazine article. I think the 
official transcript would be the correct source of what was said. 

Senator McCarruy. Do you remember? 

Mr. Strassen. I remember a very thorough discussion of all aspects 
of east-west trade. I would not attempt to say exactly what statement 
was made. 

Senator McCarrny. I will give you the official transcript, Governor, 
because I do not want to trap you into any misstatement of fact. 

Mr. Strassen. May I assure you you will not trap me, Senator ? 

Senator McCarruy. I notice before you were sworn your memory 
was not nearly as good as after you were sworn. 

Mr. Srassen. It is exactly the same. 

Senator McCarrny. I do not blame you for that, because I have been 
on the witness stand myself, and I have the same difficulty remember- 
ing, I assume, that you or anybody else has. 

The question was, were you not questioned in detail, Governor? 
The thing I am trying to get to, Governor Stassen, is this: Are we 
allowing our allies to ship materials which we consider strategic war 
materials to Soviet bloc nations? 

Mr. Strassen. The answer is “No.” 

Senator McCartny. While we are financing them? 

Mr. Strassen. The anwer is “No, we are not,” except as I indicated 
earlier for those specific exceptions which the President makes, and 
reports to the Congress, in accordance with the Battle Act procedure. 

Senator McCartny. I want to know what those exceptions are. Mr. 
Chairman, I am awfully sorry to have to take so much time on this. 

Governor, then let us get back to tractors. We do not allow Ameri- 
can businessmen to ship tractors to Communist bloc nations, but you 
did consent, is it not right, that our allies who are getting our dollars 
ship tractors to Commuinst bloc nations? 


CONTROLLING POLICY 


Mr. Strassen. Let me say in the first place, it is not a matter of me 
consenting to any of this matter. The policies of the executive branch 
on east-west trade, as well as other subjects, are formulated in the 
regular process. In this situation we have a Battle Act passed by 
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Congress, which is the controlling overall policy. In administering 
the Battle Act, the decisions are made on the basis of the Department 
of Defense, the Department of State, the Atomic Energy Commission 
and where appropriate the Department of Interior and the Foreign 
Operations Administration together in a recommendation to the Na- 
tional Security Council and the President, and that is where the de- 
cisions are made. They are not made in FAQ. So it is not a matter 
of what I consent or what I do or what I say. It is a matter of what 
the executive branch of the Government does. 

Senator McCarruy. Let us forget who did it. 

Mr. Srassen. Let me finish. It is a matter of what the executive 
branch of the United States Government does in carrying out the 
policies of the country established by an act of Congress. : 

Senator McCarruy. Let me make it clear that 1 am not accusing 
you of being the wrongdoer in this case or anything of the kind. Ido 
not know who is responsible. The thing I want to find out isthis. We 
are sitting here as Senators. We have to appropriate a vast amount of 
money for your department. 

Mr. Strassen. May I say it is not for my department. This is a re- 
quest. for an appropriation by the President to carry on a worldwide 
policy to carry out our foreign policy. 


FURTHER DISCUSSION OF STRATEGIC MATERIALS SHIPMENTS 


Senator McCarruy. Governor, let me finish. We have to appro- 
priate the money. We are taking that money out of the pocketbooks 
of the American people. I would like to know just what materials that 
we consider strategic war materials that we do not allow American 
manufacturers to ship to Communist-bloc nations we are allowing 
those allies whom we are financing to ship to Communist-bloc nations. 
Do you have the picture ? 

Take industrial diamonds. You and I know, I believe, that the war 
machine of any nation would grind to a standstill overnight if they 
did not have industrial diamonds for their machine tools. You and I 
know that while we have been supplying billions of dollars to the 
United Kingdom, they have been supplying industrial diamonds to 
Soviet-bloc nations. You and I know that a war machine would grind 
to a standstill if they did not have rubber, rubber for the tires of their 
airplanes, their jeeps, their trucks. You and I know that the United 
Kingdom has been shipping to Communist Russia about four times 
what they need for their domestic use. 

The thing that disturbs me, Governor, about your testimony is this: 
I dislike very much taking up the time of all these Senators. We have 
rubber on our strategic list. We would not let an American business- 
man ship rubber to a Communist-bloc nation. We do not allow Ameri- 
can ships to go from one Communist port to another. We would not 
allow an American firm to ship industrial diamonds to Communist- 
bloe nations. I just wonder why you cannot sit down here—you re- 
fused to do it before our committee—— 

Mr. Strassen. Wait a minute, Senator. 
testify to your committee. 

Senator McCarrny. Let me finish. You refused to give us the 
information as to what was on the strategic list that the United King- 


IT have never refused to 
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dom, for example, was shipping to the Communist nations. We had 
your man, Mr. Hanson, before us, and we asked why we could not get 
the information. We pointed out that Red China knew what they 
were getting, the Communists knew what they were getting. We said 
as long as they know, it cannot be a secret. There is no security in- 
volv | After a lot of hemming and hawing, and it is all a matter of 
record, he admitted that he thought it might embarrass Britain. 

Mr. Chairman, just 2 minutes more, if I may. I would like to get 
this information, if we could get it from you. I do not think you can 
give it to us today, but if the chairman requests it, could you give us a 
list of the materials which we consider strategic war materials, a list 
which our various allies who are getting ECA funds consider str ategic 
war materials, so we can know what they are shipping to the enemy, 
which we would not ship to them ¢ 

Mr. SrassEn. I can furnish you a report of what is being traded with 
the Soviet area. It isa combination of nonstrategic goods on the one 
hand, and the special exceptions which are reported quarterly to the 
Congress on the other. 

Senator McCarty. No; that is not correct. 

Mr. Strassen. I think, Senator, that it is apparent that you have 
been misinformed in this 1 matter. 

Senator McCartny. Can you do this 

Mr. Strassen. You do not not seem to understand that we have not 
decontrolled anything. We have been studying these controls under 
the world situation in a combined group with some 14 other countries. 
But there has been no decontrol and we reported to the Congress the 
process of study that is going on. 

Senator McCartuy. One simple question. Can an American mer- 
chant ship rubber to Communist nations? 

Mr. Strassen. That would be a matter of the Department of Com- 
merce to answer. 

Senator McCarrny. Do you know? You just told us that our allies 
are not shipping materials we cannot ship. 

Mr. Strassen. I did not tell you that, Senator. 

Senator McCartuy. Then I misunderstood you again. I beg your 
pardon. Then can you do this, Governor: Can you give to the chair- 
man a list of the materials which our allies that are receiving ECA aid 
are shipping to Communist bloc nations which we do not allow Amer- 
ican businessmen to ship to Communist bloc nations? Ifthe chairman 
asks for that can you give it to him? 

Mr. Srassen. Which we do not permit? I would have to confer 
with the Department of Commerce on that and get a joint report from 
Commerce and our east-west trade controls. 

Senator McCartny. Let me ask you this, Governor. Is there any 
reason why this committee, which is being ‘asked to appropriate bil- 
lions of dollars, should not know what our allies are shipping to the 
enemy ¢ 

Mr. Strassen. The committee can have any information they wish in 
our entire organization. That has always been our rule. 

Seantor McCarruy. If the Chair orders or requests it, will you give 
that list ? 

Mr. Strassen. Certainly. 
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Senator McCartny. In other words, we can now get the list. Mr. 
Reporter, will you make sure we have this accurate? We now can get 
from your department a list of the materials which we carry as stra- 
tegic war materials, but which the allies, who are being financed by 
us, are still shipping to Communist bloc nations? 

Mr. Strassen. Senator, you shifted the question in your usual man- 
ner. There are no such items. 


RUBBER SHIPMENTS 


Senator McCartny. How about rubber? 

Mr. Strassen. You ask one question and then you say you asked 
another. Really, Senator, if you would stay with the same question, 
you would get the same answer. 

Senator McCarruy. Governor, I have asked a simple question. 
Can you give us this list? 

Mr. Strassen. The last question that you asked when you repeated, 
you then shifted the question, and I can tell you now there are no 
such items. 

Senator McCarruy. How about rubber ? 

Mr. Srassen. As I say, that is a matter that Ceylon has been the 
principal source or rubber, plus the lend-lease rubber plants that we 
sent to the Soviet Union from the United States during the war. 

Senator McCartuy. I can tell you you are in error. Ceylon has 
not been the principal source, and you should know that, and you 
should not tell us that. Ceylon has not shipped more than 40,000 tons. 
I am asking you this question, Governor, if I can try and make this 
more clear: 

There are certain things we do not ship to Communist bloc nations. 
Rubber is one, is that right ? 

Mr. Strassen. We are not a source of rubber. We do not have any 
natural rubber. As I indicated earlier—— 

Senator McCartuy. Do we carry rubber as a strategic material? 

Mr. Strassen. We have a tighter United States list 

Senator McCartuy. Won’t you answer my question ? 

Mr. Strassen. I would not attempt from memory to give it to you 
on all classifications. 

Senator McCarrny. Do you know, Governor, that we carry rubber 
as a strategic war material ¢ 

Senator Ture. Mr. Chairman. 

Senator McCarrny. I would like to finish. 

Mr. Strassen. I know rubber is on the U. N. embargo on China. 
I know that. 





LISTING OF STRATEGIC MATERIALS 


Senator Ture. Mr. Chairman, in order that we may have some 
order and some sense of getting at the facts here, it would seem to 
ine that it would be possible to have furnished to this committee then 
exactly what is strategic and denied by this Government for any 
businessman to export to any Communist bloc nation. ‘That should 
be relatively simple. And then we would not have to take all of this 
time of all of us. I have been here since 10 o’clock this mor ning. 
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Then secondly, from the standpoint of that which Great Britain or 
any of the nations of which we are in any sense assisting financially 
as to what they are engaged in insofar as doing business with Com- 
munist bloc nations that may be classified as strategic materials in 
the United States, and of which the United States would deny any 
businessman to export. That should be relatively simple to get in 
black and white report, and then save ourselves all of this time that 
has expired here in this attempt to counterdeny one another here. 1 
just want to expedite. I have been here since 10 o’clock, and it is now 
17 minutes until 5, and I just want to see this committee get through 
its ordinary workload. 

Senator McCarrnuy. I think you made an excellent suggestion 
there, but, Mr. Chairman, in connection with that, just so we know 
what we are getting, if the chairman will just bear with me for 5 
minutes, or 3 minutes, make it. 

Governor, can you do this for us: Can you give us a list of the 
materials which we do not allow our merchants to ship to Communist 
bloe nations, but which our allies are shipping to Communist bloc 
nations? You may say that is changing the question. It has pur- 
posely been changed to try to simplify it. Do you follow me’ 

Mr. Srassen. Yes, I can relay a committee request to the Depart- 
ment of Commerce, who administers the United States export con- 
trols, and I am sure the Department of Commerce will respond to this 
committee’s request. 


ADMINISTRATION OF EXPORTS 


Senator Tryr. Mr. Chairman, may I request is there an ad hoc 
commission that administers the exports? There was some years ago. 

Mr. Srassen. It is under the chairmanship of the Department “of 
Commerce for United States exports. 

Senator Tuyr. The amen e Department did not have the re- 
sponsibility under Mr. Sawyer, because Mr. Sawyer appeared before 
a committee where he said there was an ad hoe commission that was 
administering it. I am wondering in that situation if it still exists. 

Mr. Stassen. The situation is that the Department of Commerce 
is the head of the United States exports. The Foreign operations is 
under the head of the Battle Act getting cooperation from other 
countries to have similar controls. In our action we tie in the Depart- 
ment of Demense, the Department of State, and the Atomic Energy 
Commission, and others as needed in working those controls out. That 
is the way it works out. 


CONTROL LEVELS 


For further clarification, there are really three levels of controls. 
The tightest controls are those operated by the United States and by 
Canada. They hove the tightest controls. The next level of controls 
are those of the United Nations over Communist China, that arose out 
of the Korean war. They were a rather tight set of controls there. 
It includes Communist China and North Korea. 

The third level of controls are those under the Battle Act—inter- 
national cooperation with reference to eastern Soviet satellite coun- 
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tries and the Soviet Union itself. So there are those three levels of 
controls involved. 

Senator McCarrny. Governor, just to take up that 3 minutes I 
promised the Chair I would stick to, on April 9, I wrote you and I 
said I would also appreciate it if you would inform this subcommittee 
if there are now any goods on our embargo or restricted list which 
are not similarly controlled by our allies. This was never answered. 

Could the chairman of this committee get an answer to that ques- 
tion? You have told me, and I know it is the result—I would be the 

last man in the world to accuse you of misstating any facts. 1 know 
you have a vast amount of work to do, but you tell us in one breath 
that our allies are not shipping anything to the enemy that we are 
not shipping, and in the next breath—— 

Mr. Strassen. I never said that, Senator. You are again shifting. 
In other words, if you would really quit shifting things—— 

Senator McCarruy. I am trying not to. 


ITEMS SHIPPED TO SOVIET 


Mr. Strassen. Denmark is shipping butter to the Soviet. We are 
not shipping any. The Soviet has not bought any butter. Norway is 
shipping fish to the Soviet. We are not shipping any. 

Senator McCarruy. How about tractors and machine tools? 

Mr. SrasseEn. I can get the list of what all they are shipping. In 
tractors, I know it is a matter of the amount of horsepower, and the 
purpose for which used and they classify the tractors, and they all 
pretty well join up on not shipping the heavy equipment. 


PUBLICATION ITEM 


Senator McCarruy. One final question and I thank the chairman 
for his indulgence here. Senator Alexander Smith was questioning 
you in regard to a shipment of machine tools and tractors to the Soviet 
bloc nations and you made an answer—I do not have the transcript. 
You have the transcript before you. This is in the U. S. News & 
World Report, April 23, 1954, which I frankly have quoted a number 
of times. I do not understand it, and mi aybe you can tell us what it 
saan dadaaas Alexander Smith is asking for your reason for ap- 
parently favoring shipment of machine tools and tractors to Soviet- 
bloc nations. You said and I am dropping down to the second para- 
graph of your answer— 

I will put it this way, Senator. We are in this new policy seeking to open 
up the Iron Curtain to what might be called the free world’s merchants of a 
better life. 

I just wonder what that means, and whether it is a correct quo- 
tation? I will be very curious to know what that means when we 
are being asked here to spend money to open up the Iron Curtain 
to— 


what might be called the free world’s merchants of a better life 


Could you as a final answer give us just what you meant by that? 
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VIEW OF DEPARTMENT 


Mr. Strassen. Yes. There is the question of what is the way in 
which you might strengthen the free world, weaken the Soviet, and 
gradually improve the prospects of a lasting peace. There are vari- 
ous sincere theories as to how you do it. There are some who feel 
that a third world war is inevitable. The policies of this administra- 
tion in which I am fully in accord are that a third world war is not 
inevitable if the United States has the consistency and the determina- 
tion in its foreign policy. It is our view that if the people of the Soviet 
bring internal pressure for consumers goods for a better life on 
their own Government, they just insist that they not be ground down 
for a war machine, that they have some better flow of consumer goods, 
that that internal pressure and the knowledge on the part of the Soviet 
Government that they could not whip their people into an aggressive 
war machine, might well be one of the factors over the years ahead 
that would move the world toward peace instead of a third world war. 

Therefore, we encourage the people of the Soviet to demand more 
consumer goods. 

Senator McCarrny. Mr. Chairman, may I make a suggestion? I 
know the chairman is trying to meet a deadline here to get these bills 
out, and I would not like to take all the time I would normally desire 
to take. Do not shudder too much when I say this, but I have about 
20 hours of questions I would like to ask. I think perhaps what we 
can well do is that I can desist from any further questioning here at 
this particular time, and we will ask the Governor, when he will be 
available to testify before our committee in executive session, the 
investigating committee. 

Mr. Strassen. As soon as we get through with the Appropriations 
Committee I will be available at any reasonable time. 

_ itor McCarruy. Could I just for the record, Mr. Chairman, and 
very briefly ask 

Mr. Srassen. I think the hearing should be in public session, be- 
cause when I am appearing before your committee, I will not be going 
into classified material. 





BATTLE ACT LISTS 


Senator McCarrny. Very good. Just for the record, I am going to 
ask you very quickly about 10 questions, if I may. Has there been any 
relaxation of the Battle Act lists over the past year? I think you can 
answer yes or not to that, and I would appreciate that, and if you 
want to explain it, good. 

Mr. Srassen. There has been none. In fact, taken as a whole there 
has been a tightening of items that have no significance in atomic en- 
ergy, and we also have tightened up on the transshipment controls 
which has been one way th at things slipped through from noncooperat- 

Ing countries. 

Senator McCarruy. So the Battle Act list you can tell us on your 
own knowledge, without consulting the Commerce Department, has 
been in no way relaxed. You say it has been tightened up. 
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Mr. Strassen. That is right. So that you thoroughly understand, 
the study has been going on as to what relaxation might take place, 
and we are holding it up currently in relationship to the Indochina 
crisis. In other words, we are observing the world situation. What 
comes out on Indochina will affect the policies of the administration 
as to what is to be done on the size of the list of the future. 

Senator McCarrny. This is past. I am asking about the past up 
to this time. In other words, there has been no shifting in the list. 
There has been nothing added to the list, nothing has been taken off 
the list over the past year, is that right? 

Mr. Strassen. There is a constant shifting. There are items added, 
items redefined, but nothing in an overall change that you would char- 
acterize as any major or signifiance one way of the other. 


MATERIALS REMOVED FROM BATTLE ACT LIST 


Senator McCarrny. Question No2. So Ido not take up too much 
time of the Senators, could you furnish a list of the goods that have 
been removed from the embargo or the Battle Act list since a year ago? 

Mr. Srassen. Surely. 

Senator McCarruy. How soon could that be done? 

Mr. Srassen. I would have to check the staff on the work first. 

Senator McCarrny. How soon could you tell the chairman when 
you could have that? Iam not asking for it personally. I am asking 
that it be supplied to the Chair, assuming the Chair wants it. 

Mr. Strassen. At an early date, I could check my staff. I assume 
I am due back up tomorrow morning. I will check the staff as soon 
as I can. 

MATERIALS FURNISHED RED CHINA 


Senator McCarruy. What about the list for China? Could we be 
furnished the change in the list of materials that our ECA nations 
are being allowed to furnish Red China over the past year ? 

Mr. Strassen. I think I can give you that right now. This would 
be subject to correction. The only thing is drugs, in other words, the 
antibiotics. We eased up on those during the past year. After the 
Korean fighting stopped, that is, antibiotics could be considered stra- 
tegic or humanitarian. 

Senator McCarruy. In other words, the only thing in shipments 
of materials to Red China over the past year are drugs. 

Mr. Strassen. I would not say the only one, but the only significant 
one that I can think of right now. I will check it and furnish the 
committee with the information. 

This you understand I am furnishing to the Appropriations Com- 
mittee. 

Senator McCarrny. Yes. I am speaking now as a member of the 
Appropriations Committee. 

(The information referred to follows :) 
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FOREIGN OPERATIONS ADMINISTRATION, 
Washington 25, D. C., July 22, 1954. 
Hon. Styies BripGEs, 
Chairman, Committee on Appropriations, 
United States Senate, Washington 25, D.C. 


DeaR Mr. CHAIRMAN: During the hearings before your committee on July 
19, 1954, I agreed to furnish certain information to the committee regarding 
East-West trade controls. 

The question arose as to the definition and distinction in the case of tractors. 
The situation is that heavy tractors (over 60-belt horsepower or 50-drawbar 
horsepower) have been on the international embargo list for the past 3 years and 
there have been no known exports of such tractors from the United States or 
any other cooperating country of the free world to the Soviet bloc. 

Light tractors have not been subject to embargo and have been exported from 
the free world to the Soviet bloc and also imported by the free world from the 
Soviet bloc. 

The volume has not been large and has principally involved shipments from 
Italy to the Soviet bloc and from the Soviet bloc to Finland and Sweden in their 
trade agreements. The figures for 1952 and 1953 are as follows for light trac- 
tors: 





Shipments Shipments 
from bloc from West 
| to West to bloe 
RE wre ee Pe se parece SMO $1, 110, 000 
Sie: dha tec Matta ce Sida: hence ase aA eaaielied canes Beis coon aco 6 eee aide 4, 850, 000 315, 000 
| 


Industrial diamonds are on the international embargo list, as well as the 
Battle Act embargo list. They are, of course, one of the items in which the 
most active smuggling attempts are made. The third Battle Act report to 
Congress, dated September 27, 1953, describes a case in which a smuggling 
ring was broken up after illegally shipping some diamonds to Czechoslovakia. 

The only changes in the international controls over trade with Communist 
China since the end of the Korean shooting have been the termination of 
quantitative controls over shipments of antibiotics and sulfonamides, and the 
dropping of sodium peroxide. 

Sincerely yours, 
HAROLD E. STASSEN. 


EMBARGO ON TRADE WITH CHINA 


Senator McCarruy. One further question. Do we still have an 
embargo on trade with China? 

Mr. Srassen. Yes. The United Nations embargo which is not a 
complete embargo. It is a limited embargo. 

Senator McCartny. Do we allow any American-flag vessels to go 
into Red Chinese ports ? 

Mr. Srassen. I do not believe so. I will check that, whether there 
are any circumstances in which they could. 

Senator McCarruy. I have been asking the last question so long, 
Governor, the total shipping in the entire world is about 81 million 
tons, I believe. The total amount available to the Communist coun- 
tries is roughly 3 million tons; 78 million tons go to the free world. 
We have decided even under my good friend Acheson that it was im- 
moral for us to allow American ships to go into Red Chinese ports, 
to go from Guadinia in Poland down to Tsingtao, we will say. We 
make it a criminal offense if any of our flag owners ply that trade. 

From our investigation we are quite firmly convinced, I think every- 
one on our committee, both Democrats and Republicans, I believe, 
that if our allies would do that, what we were doing, that it would 
dry up the war potential of Indochina and Red China, just like that 
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[indicating], that the only way they can keep on is because of the 78 
million tons of free world shipping. You might not want to answer 
this tonight, because it may be too long an answer, but if you are com- 
ing back tomorrow, I wish you would be prepared to go into that, and 
tell us what we could accomplish along that line. That is something 
that our committee has been deeply disturbed about, period. Do you 
prefer to answer that tomorrow, Governor. 

Mr. Srassen. No, I will answer it now. I thought you said “period.” 

Senator McCartny. That is one of the most important questions, 
Governor. 

Mr. Strassen. If you want an answer now—— 

Senator McCarruy. I said you may answer tomorrow if you would 
rather. 

SOVIET AND CHINESE WAR POTENTIAL 


Mr. Strassen. The analysis does not indicate that you can in fact 
dry up the war potential of the Soviet and China on the basis of ship- 
ping. They are essentially land-based powers with tremendous re- 
sources, and an interior area. So they are not like an island that you 
can completely surround from the standpoint of shipping. So that 
the premise of your question would not be borne out by a strategic 
analysis. 

I believe in fact you asked General Gruenther a somewhat similar 
question. 

Senator McCarruy. Would it adversely affect their war potential? 

Mr. SrasseN. That in turn would depend on their war potential 
versus the free world strength, and what effect you had on the free 
world at the same action. In other words, a war potential is strength 
of one versus the strength of the other. That is what we endeavor to 
consider as we move in all these matters for net adventage. We seek 
to have as a basic matter of policy airfields available to the United 
States all around the world so that the Soviet faces a complete network 
of potential strategic airfields from every quarter of the globe. 

Senator McCartuy. Will you try to answer this question for me? 

Mr. Srassen. I am answering it. That basic policy requires that 
you move on a basis that you have the cooperation and the joint action 
of many other nations. Consequently, we work out the best possible 
agreements on embargoes, on handling of shipping that we can with 
the other free nations. 

Senator McCarruy. Governor, would you just answer this ques- 
tion? There are 78 million tons of free world shipping. There are 
3 million tons of Communist bloe shipping. If we insisted that our 
allies did what we are doing, namely, deny our shipping to the Com- 
munist bloc nations, would not that make it less necessary for us to 
spend as much money as we are spending? Would it not adversely 
affect their war potential? If not, then why do we not let American 
shipping firms ship to the Communist bloc nations? 

Mr. Strassen. It would probably make it necessary that we spent 
more money because if we tried to completely dry up all types of 
trade, including consumer goods, from all free countries, with any 
part of the Soviet area, you would have a very heavy economic dislo- 
cation in the free nations. You would undoubtedly either have chaos 
in those countries and Communist takeover of some of them, or you 
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would require a great increase in United States aid to keep them up- 
right. 

Senator McCartuy. Nothing further, Mr. Chairman. 

Chairman Brivces. Governor Stassen, do you have a clear under- 
standing of the lists that you are to furnish the committee? 

Mr. Stassen. Yes, Mr. Chairman. 

Chairman Brinces. Are there any other questions of the Governor 
at this time? 

Senator Dworsnuak. Mr. Chairman, I have a few questions but I 
was in doubt whether he would return tomorrow or complete his 
testimony. 

Mr. Srassen. I am at your disposal. 

Senator Dirksen. Is it your desire to quit now since it is 5 o’clock ? 

Mr. Stassen. I am at your disposal. 

Senator Dirksen. You did not finish your statement. 

Mr. Strassen. No, but I can get to your points. 


EUROPEAN MIGRATION WORKLOAD 


Senator Dirksen. If we started with title 4, your other programs, 
there are a few questions that we probably ought to highlight, and 
then we can get the details later. There is some increase in the Inter- 
governmental Committee for European Migration, roughly about $5 
million over 1954; has there been an increase in th: at workload 

Mr. Srassen. Yes, there has been, Senator; also we are anticipat- 
ing through that group getting a greater placement of the refugees 
and the surplus populations of Europe into Latin American countries 
and into Australia. In other words, this is an intergovernmental 
committee, where we feel there is a prospect of getting outlets for 
these refugees who are the victims of the whole Communist oppression, 
as having new opportunities to make a livelihood for themselves, and 
their families, other than the one source of coming to the United 
States. Through this process we are helping open_up avenues of 
op portunities and our missions are cooperating in Latin America, 
Australia and places of that kind. 

(The following information was subsequently supplied :) 

Although the appropriation for 1954 was in the amount of $7,500,000, actual 
payment to the migration committee on account of calendar year 1954 will total 
$9,439,600 consisting of $2,450,410 of unexpended 1953 funds and $6,989,190 of 
1954 funds. This leaves a balance of $510,810 of unexpended 1954 funds, for 
which request for reappropriation is made. The unexpended 1953 funds of 
$2,450,410 resulted from the fact that the movement anticipated to take place 
in 1953 was delayed until 1954. Payments of the United States contribution to 
the committee are made on the basis of movements actually achieved in the 
calendar year period. In 1953 the original estimate of movement was 120,000. 
The actual movement was 87,501. The movement in the first 6 months of 1954 
totaled 64,500, indicating the strong likelihood that the estimate of movement 
for 1954 of 118,400 will actually be achieved by December 31, 1954. 

The estimated movement for 1955 is 155,000. The difference between the ac- 
tual payments to the committee in 1954, $9,439,600, and the $11,700,000 requested 
for appropriation for 1955 is accounted for by the higher estimated movement 
for 1955, 155,000, as compared with the movement for 1954, 118,400. 
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CHILDREN’S WELFARE PROGRAM 


Senator Dirksen. On the children’s welfare program, does 
UNICEF still carry on their program of child aid ¢ 

Mr. Stassen. They do, and it is one of the most splendid programs 
of international cooperation. 

Senator Dirksen. There is no duplication between this program 
and the program they are carrying on ¢ 

Mr. Srassen. No, there is not. 

(The following statement was subsequently supplied :) 


UNITED NATIONS CHILDREN’S FUND 


The following statement is submitted in support of continued United States 
participation in the United Nations Children’s Fund (UNICEF). 

UNICEF is a focal point for direct action to children, by various agencies 
within the United Nations system, and through this agency all countries have 
an opportunity to cooperate with others in providing effective assistance to 
the underprivileged mothers and children of the world. 

Pending before this committee is a request for appropriation of $13,500,000 
as the United States contribution to UNICEF out of fiscal year 1955 funds. 
This request may be broken down into two parts: (1) $9 million for the full 
United States contribution to the calendar year 1954 program of UNICEF 
and (2) $4,500,000 for one-half of the estimated United States contribution 
to the calender year 1955 program, as the result of the authorization for 
UNICEF being put on a United States fiscal-year basis. The $9 million requested 
for contribution to the calendar year 1954 UNICEF program compares to a 
United States contribution of $9,814,333 in calendar year 1953. 

Last year the appropriation request for UNICEF consisted of $9,814,333 for 
contribution to the calendar year 1953 program of the fund and $9 million for 
the calendar year 1954 program. Both these amounts were allowed by. this 
Committee and approved by the Senate. The House-Senate conference approved 
an appropriation of $9,814,333 for the fiscal year 1954 and eliminated the $9 
million for the calendar year 1954, giving no further guidance as to how the 
funds should be applied. 

However, the $9,814,333 appropriated was the exact amount that had been 
presented and justified as the United States contribution to the calendar year 
1953 program to match contributions already made by other contributors, 
under the contributions formula embodied in the law. This was the sum which 
had previously been approved by the Senate for this purpose. Also, the House 
Committee on Appropriations had stated specifically in its report, and mem- 
bers of the committee had reaffirmed on the floor of the House, that the com- 
mittee would not approve funds for a calendar year 1954 program for UNICEF, 
since the agency itself was due to expire as of December 31, 1953. 

In view of these facts and of the legislative history of the authorization 
and appropriation acts, the executive branch used the full amount appropri- 
ated to fulfill the United States pledge to the calendar year 1953 program, 
which pledge had been made subject to the appropriation of funds by the 
Congress. Pending appropriations of funds under the legislation now before 
the committee, United States representatives have made no pledge of funds for 
calendar year 1954. 

The United States has been the mainstay of the Children’s Fund since the 
beginning. Not only has this Government contributed a total of $97,231,000 
to the fund from 1947 through 1953, but it has continuously sought contribu- 
tions from other governments. In 1953 a total of 53 governments pledged or 
contributed to UNICEF, as compared to 39 in 1952 and 34 in 1951. In all, 74 
governments have made a contribution or pledge to the central account of 
UNICEF since its inception. Three tables showing the relation of United States 
contributions to contributions of other governments are attached. 

Through 1953 the United States contributed approximately 70 percent of 
total government contributions to the central account. Other governments, in 
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the aggregate, are beginning to contribute a higher percentage of the fund’s 
finances, and we believe that they are now in a position to pay an even larger 
share in the future. For the 18 months ending June 30, 1955, it is proposed 
to reduced the percentage of the United States contribution to the central 
account to 60 percent. 

It should be emphasized that contributions to the central account represent 
only a part of the total UNICEF program. In 1953, for example, the contribu- 
tions of all participating governments to the central account comprised only 
36 percent of the entire program. The remaining 64 percent was made up of 
local contributions. The Children’s Fund is basically a self-help program. Its 
success, therefore, is dependent not only on the availability of funds for alloca 
tion from the central account but on effectively supplementing the allocated 
funds with local contributions to meet the local costs of projects. In order 
to qualify for an allocation from the central account, the country requesting 
assistance of UNICEF must agree to give substantial support to the project 
in such form as local personnel, services, transportation and locally available 
supplies. equipment. and facilities. These local contributions are considerably 
greater than contributions to the central account. In 1953 governments receiving 
aid conir.Dated $.0,col.00 im local cortr butions, as mosred to rovernment 
contributions to the central account in the amount of $14,421,369. When all of 
these government contributions are taken into consideration, the United States 
contribution to UNICEF in 1953 amounted to approximately 25 percent of the 
total program. 

The Children’s Fund is today bringing practical benefits of real significance 
to the ehildren of the underdoveloned countries of the world who sre srffering 
from or are under constant exposure to disease and malnutrition. These benefits 

re not taking the form of handouts of material :oods and s rvices to the ndi- 
vidual child, except milk and other nutritious foods in connection with maternal 
and child health centers and school lunches. Rather, they take the form of in- 
telligent and well-considered assistance to governments of the underdeveloped 
couuiries to enable these governments to build into their own activities programs 
of m*terial and child-health assistance which would not be possible in the absence 
of external help. 

An increasingly important part of the Children’s Fund program consists of 
the provision of supplies and equipment to help governments establish maternal 
and child-health centers in these localities where they are most sorely needed. 
\pproximately 5,300 of these centers have been assisted to date. These centers 
are on a very modest basis. In comparison with the type of public health center 
which is found in this country, they are not only modest but primitive. However, 
in comparison with what has existed before in these countries, they represent 
a tremendous promise of hope for success in the continuing struggle against in 
fant mortality and disease. They will provide a basis for developing health and 
ether community services in rural communities where health services have been 
unknown. From the standpoint of the country receiving assistance, these cen- 
ters do not come free, for the recipient country must provide the locally available 
buildings and equipment and local workers who are necessary to make the 
centers going institutions 

The value of the Children’s Fund is well recognized within the membership of 
the United Nations, and it has also received support from a number of countries 
who are not members of the United Nations. The Soviet states have not sup- 
ported UNICEF since the early davs, when the fund was directing its attention 
to the children of Europe in the aftermath of the World War, a period in which 
they themselves were receiving assistance. Russia itself has never made a con- 
tribution to the fund 

\s a demonstration of the widespread support of UNICEF's activities, the 
United Nations General Assembly voted unanimously last fall to continue the 
Children’s Fund for an indefinite period, and, appropriately, chanved the name 
of the organization from the “United Nations International Children’s Fmer- 
gency Fund” to the “United Nations Children’s Fund.” The initials “UNICEF” 
were retained, however, since to millions of persons in all areas of the world 
they have become symbols of tangible and effective United Nations aid. 

In the early years of the fund’s activities emphasis was on providing emergency 
aid to the war victims of Europe. Currently, the emphasis is on helping the 
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underdeveloped countries of Asia, the Near East, Africa, and Latin America in 
the development of long-range programs aimed at solving problems of maternal 
and child welfare that have affiicted generations of their children. For example, 
whereas 76 percent of the allocations were for Durope 1947-50, only 4.6 percent 
of UNICEF aid went to Europe in 1953. In contrast, aid to Asia has increased 
from 10.4 percent in the earlier period to almost 60 percent in 1953. With respect 
to types of assistance, in 1947—50 76 percent of UNICEF funds were allocated for 
emergency assistance and only 24 percent for long-range assistance. In 1953 the 
percentages were practically reversed—20 percent for emergencies and 80 percent 
for long-range projects. 

UNICEF is currently assisting over 200 programs in 78 countries and terri- 
tories. This assistance will reach over 60 million children. UNICEF aid is 
concentrated on the following types of programs, which are of utmost importance 
in correcting basic inadequacies existing in child care services: 

(1) Assistance to maternal and child welfare services, and the training of 
auxiliary personnel to staff these services, by the provision of equipment and 
supplies for rural health centers, clinics, laboratories, children’s hospitals and 
institutions, and training schools and centers. 

(2) Campaigns against diseases affecting large numbers of children, such as 
tuberculosis, malaria, yaws, prenatal syphilis and other communicable diseases, 
through the provision of insecticides, penicillin, vaccines, sprayers and equipment 
for the local production of insecticides and antibiotics. 

(3) Long-range supplementary child feeding directed toward combating nutri- 
tional deficiencies by providing dried skim milk, fats, fish-liver oil, ete. 

(4) Assistance in milk conservation programs through the furnishing of 
equipment for milk drying and milk pasteurizing plants to assure greater use 
of locally available milk for children. 

In addition, UNICEF still uses a limited amount of its resources each year 
for emergency relief assistance in the event of earthquakes, floods, droughts, 
famines, and other catastrophes, where the welfare of the child population is 
seriously affected by these disasters, through the provision of food, clothing, 
blankets, and medical supplies. 

UNICEF’s primary aim is to help countries achieve permanent solutions to 
problems of maternal and child welfare that have afflicted generations of their 
children. A solid basis is being laid at national, provincial and local government 
levels through the UNICEF-assisted projects which will eventually enable the 
governments to carry out the programs themselves without outside financial 
help. Much has been accomplished in the past. Much more remains to be 
accomplished in the future. Many of the needs still existing can be alleviated 
through the continuation of international assistance furnished by UNICEF and 
the continued close collaboration and extensive local support of the countries 
receiving such assistance. 

The executive branch strongly believes that it is in the interest of the United 
States to continue its financial support of this worthwhile United Nations 
activity. 

It is earnestly urged, therefore, that the Congress support this request of $13.5 
million for contribution to UNICEF. The lives of literally millions of children 
will be affected by the programs for which these funds will be used. 
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64 MUTUAL SECURITY APPROPRIATIONS, 1955 


Contributions to central account, local contributions, and allocations from the central 
account—Calendar year 1958 











. Local con- | Total cen- ; 
3 > aeeee Percent- tributions |tral account Advts 
UNICEF -aided countries entire’ ete by assisted | and local mtral 
aahiinent as govern- contribu- Sheed 
5 ments | tions . 
Africa: 
Beuchuanaland $21, 000 $21, 000 $35, 000 
Belgian Congo and Ruanda-Urundi 5, 000 5, 000 | 8, 000 
Kenya, Tanganyika, and Uganda 136, 000 136, 000 | 24, 000 
Mauritius | 2, 000 2. 000 10, 000 
Morocco. _. ; 191, 000 | 191, 000 150, 000 
Nigeria . 505, 000 505, 000 318, 000 
Tunisia__.. 44, 000 | 44, 000 | 36, 000 
Total. ; 904, 000 904, 000 | 582, 000 
Asia | | | 
Afghanistan / $8, 000 0.06 487, 000 495, 000 | 160, 000 
Brunei i ; | 1, 000 
Burma 56, 000 39 | 1,193,000 1, 249, 000 | 352. 850 
Cambodia ; ; 1, 000 01 19, 000 20, 000 | 23, 000 
Ceylon . 7, 497 .05 473, 000 480, 497 92, 400 
China (Taiwan 231, 000 231, 000 116, 000 
Hongkong | 3. 000 3, 000 | 7, 000 
India 315, 000 2.18 4, 898, 000 5, 213, 000 2, 512, 000 
Indonesia. - - 100, 000 | . 70 3, 076, 000 3,176,000 | 1, 126, 800 
Japan __. : 200, 000 1. 39 | 515, 000 715, 000 303, 000 
Korea 1, 000 .O1 603, 000 604, 000 603, 000 
Malaya_-. 24, 500 oly 687, 000 711, 500 | 47, 000 
North Borneo : 1, 000 1,000 |___. 
Pakistan wa ene 60,450 | . 42 1, 252, 000 1, 312, 450 | 554, 000 
Philippines. . 50, 000 . 35 | 345, 000 395, 000 | 251, 000 
Sarawak La 26, 000 26, 000 | 8, 000 
Singapore 1, 000 1, 000 22, 000 
Thailand 739, 685 5.13 131, 000 870, 685 142, 800 
Vietnam ‘ A ‘ 4,445 03 (') 4,445 37, 000 
Regional BCG team... inhib tiaitnsaenelelall < (2) | 30, 000 
Total. dpvcsndoes exbnecehttedhdeesas 1, 567,577 |_. 13, 941,000 | 15, 508, 577 6, 388, 850 
Eastern Mediterranean: 
Egypt , . 826, 000 826, 000 | 186, 000 
Ethiopia 31, 000 31, 000 | 25, 000 
Tran a 152, 000 152, 000 151, 000 
Iraq ; 56, 000 . 39 184, 000 240, 000 242, 000 
Israel 50, 200 | .35 175, 000 225, 200 50, 000 
Jordan... . (‘) . bob 141, 000 
Libya. . 3) is 51, 000 
Sudan 18, 000 18, 000 18, 000 
Syria 69, 000 69, 000 72, 000 
Turkey 17, 857 .12 1, 190, 000 1, 207, 857 133, 000 
Palestine refugees. __. (2) 200, 000 
Regional statistician (2) : 10, 000 
Total... shes 124, 057 2, 645, 000 2, 769, 057 1, 279, 000 
Europe 
Austria 23, 554 16 197, 000 220, 554 59, 000 
Germany 47,619 . 33 1, 000 48, 619 900 
Greece 26, 000 18 200, 000 226, 000 206, 000 
Italy 31, 200 22 2, 000 33, 200 
Yugoslavia 170, 386 1.18 2, 000, 000 2, 170, 386 224, 000 
Total 208, 759 2, 400, 000 2, 698, 759 489, 900 
Latin America 
Bolivia 29, 000 29, 000 23, 000 
Brazil 161, 725 1.12 2, 402, 000 2, 563, 725 842, 000 
British Guiana 10, 000 10, 000 18, 500 
British Honduras 9, 000 9, 000 4, 000 
Chile 92, 213 64 347, 000 439, 213 75, 500 
Colombia 25, 606 18 334, 000 359, 606 95, 000 
Costa Rica 10, 001 07 435, 000 445, 001 159, 000 
Dominican Republic 50, 000 35 123, 000 000 | 85, 000 
Ecuador 6, 313 . 04 61, 000 67, 313 25, 000 
El Salvador 420, 000 420, 000 140, 000 
Grenada 9, 000 9, 000 5, 600 
Guatemala | 342, 000 342, 000 | 76, 700 
Honduras 20, 000 .i4 66, 000 86, 000 43, 000 


Not available 
2 Not applicable 
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“] from 
=. central 
account 
N00 $35, 000 
DOO &, 000 
000 24, 000 
JOO 10, 000 
DOO 150, 000 
000 318, 000 
D0 36, 000 
000 582, 000 
000 160, 000 
1, 000 
DOO 352, R50 
000 23, 000 
497 92, 400 
000 116, 000 
000 7, 000 
000 2, 512, 000 
000 1, 126, 800 
O00) 303, 000 
000 603, 000 
500 47, 000 
O00 
450 554, 000 
000 251, 000 
000 8, 000 
000 22, 000 
6R5 142, 800 
445 37, 000 
30, 000. 
77 6, 388, 850 
000 186, 000 
000 25, 000 
000 151, 000 
000 242, 000 
200 50, 000 
141, 000 
51, 000 
000 18, 000 
000 72, 000 
857 133, 000 
200, 000 
10, 000 
05 1, 279, 000 
59, 000 
900 
206, 000 
200 
386 224, 000 
759 489, 900 
000 23. 000 
725 842, 000 
000 18, 500 
000 4, 000 
213 75, 500 
606 95, 000 
001 159, 000 
000 85, 000 
313 25, 000 
000 140, 000 
000 5, 600 
000 76, 700 
000 43, 000 
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Contributions to central account, local contributions, and allocations from the central 
account—Calendar year 1958—Continued 


Contribu- , oh ee a, Aceeies 
UNICEF -aided countries tions to | Percent- | 1. assisted | and local a 
central ‘ge gover con tribu- central 
account ments tions account 
Latin America— Continued ‘ 
Mexico $220, 000 $220, 000 $200, 000 
Panama 19, 000 19, 000 11, 300 
Paraguay 50, 000 50, 000 38, 000 
Peru $97, 222 0. 67 290, 000 387, 222 90, 000 
St. Kitts 5, 000 5, 000 5, 500 
Total 463, O80 5, 171, 000 5, 634, 080 1, 937, 300 
Nonrecipient governments: 
Australia 224, 000 1. 55 224, 000 
Canada... 507, 614 3. 52 507, 614 
Denmark... 57, 920 40 57, 920 
France 500, 000 3. 47 500, 000 2 
Haiti 10, 000 07 10, 000 
Iceland 3, 094 02 3, 094 » 
Liechtenstein 468 468 
Luxembourg 3,000 02 3, 000 
Monaco 1, 143 .01 1, 143 
Netherlands 39, 474 . 27 39, 474 e 
New Zealand 140, 000 97 140, 000 
Norway 28, 000 .19 28, 000 ce 
Sweden 193, 050 1. 34 193, 050 - 
Switzerland 163, 800 1.14 ‘ 163, 800 = 
United Kingdom 280, 000 1, 94 280, 000 < 
United States_.... 9, 814, 333 68. 05 9, 814, 333 
Vatican 2, 000 01 2, 000 
Total... 11, 967, 896 11, 967, 896 
Grand total 14, 421, 369 100.00 | 25,061,000 | 39, 482, 369 10, 677, 050 


PALESTINE REFUGEE PROGRAM 


Senator Dirksen. You have for Palestine refugees in the Near Kast 
a rather substantial increase. In 1954, you had $15 million, and I see 
it has gone to $23 million, which would indicate a heavier case load, 
perhaps. 

Mr. Strassen. No, I think that is a matter of unexpended balance 
carried forward. My recollection is that we have an authorization 
request, but we will not need an appropriation for Palestine refugees. 
We are carefully shepherding that money. If you allow us to carry 
forward—am I correct, Mr. Murphy, this is an entirely carry 
forward ? 

Mr. Murreny. Yes. 

Mr. Srassen. We are in the position in this program where with 
careful administration we do not now need a new appropriation but 
we do need the carry forward of our unexpended appropriation 
balance. 

Senator Dirksen. I suppose we will be going into the question of 
unobligated and unexpended balances a little more fully with Mr. 
Lloyd sometime later. 

Mr. Srassen. Yes, I am also preparing to go into it very thoroughly, 
Mr. Chairman. 

Senator Dirksen. I did not want to duplicate it, and since he would 
be coming back before the committee, we would go into that. 
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BATTLE ACT EXPENDITURE 


Senator Dirksen. Under control act expenses, there has been some 
increase. That is the Battle Act? 

Mr. Srassen. That is right. 

Senator Dirksen. That would indicate roughly a $250,000 increase, 
yond evidently more work will be done in that field, the matter that 
has been under discussion for a little while. 

Mr. Srassen. That is right. We are tightening up on that a great 
deal, and we are spotting the attempts to smuggle through. You will 
be very interested in this. Through this increased enforcement and 
the alert in the various ports as to what is moving, a byproduct of 
that kind of work, and as you know we work very closely with the 
intelligence community, for example, the spotting of the shipment 
of arms to Guatemala, in fact that information coming forward from 
the cooperation of the intelligence agencies, and that watching of 
the movement of this kind of goods worldwide, and then the exposure 
of the information was the fuse that set off the anti-Communist reac- 
tion that finally led to Guatemala being free from Communist 
domination, 

Likewise, another interesting thing that recently happened is that 
the British convicted some of their own businessmen and gave them 
very heavy penalties for attempts to get copper through the iron 
curtain. So we have taken the view that we should tighten up on 
enforcement of these laws. 


ADMINISTRATIVE EXPENSES 


Senator Dirksen. Your estimate for administrative expenses other 
than title 1 is $14 million lower than in 1953, but there was an increase 
of $1 million in the estimate over 1954. Does that indicate adding 
adidtional personnel or is that probable salary increases? 

Mr. Strassen. No, that is taking up the Korean administration for 
the first time. In other words, in fiscal 1954, we were not adminis- 
tering the Korean program out of this fund. We are now picking 
up in this estimate an additional $1,715,000 for that cost along with 
the rest of the cost. That is the principal difference there. In addi- 
tion, I should point out that our actual appropriation request for fiscal] 
year 1955 is $34,700,000 rather than $35,241,000 as shown in the docu- 
ment before you. This lower amount is reflected in the supplemental 
document on administrative expenses alone which was submitted to 
the committee late last week after we had completed a detailed analysis 
of our requirements. 

You have correctly noted that we have made a sharp reduction 
in our administrative expense from 1953 to 1954. We trimmed down 
the personnel and costs on all sides, and we not only have made a 
reduction of $15 million, but we actually have spent during this fiscal 
year less than we were authorized to spend to try to run a very eco- 
nomical administration. 
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MUTUAL SECURITY APPROPRIATIONS, 1955 67 
ESTIMATE FOR STRATEGIC MATERIALS 


Senator Dirksen. You have only $575,000 estimated for strategic 
materials. That item was up to $26 million, and in 1953, and in 1954 
it dropped to $11,200,000, Is that an off-the-record explanation or 
not ¢ 

Mr. Srassen. No, I can give it on the record. The programs are 
underway. This is the unobligated balance, and it is the kind of pro 
gram that is slow to get going, and we do not need to ask for any 
funds other than to carry on the unobligated. When you open up a 
railroad or improve a port, it takes 3 or 4 years, and we feel we have 
enough on that. 

Senator Dirksen. On the two items under title 3, which is technical 
cooperation, you have first of all general authorization, and then you 
have multilateral technical cooperation, and the total amount in 
volved is $131 million. 

Mr. Srassen. That is right. 


PERSONNEL ASSIGNED TO TCA PROGRAM 


Senator Dirksen. I think we asked for a breakdown insofar as you 
could have the persons assigned to the TCA program and generally 
the nature of the work and in what countries. I suppese if you can 
supply that, indicating the persons assigned to different countries and 
the general nature of the work, and the amount of money that is 
being expended in roughly about 40 countries for that purpose, it may 
not be necessary to belabor the item too much, because in most cases 
those are just very modest sums. 

Mr. Strassen. We will furnish such a table pulled together. It is in 
our overall presentation books, but I think you are correct to bring 
that right together as the technical cooperation presentation, which is, 
as you say, one of the items that relatively costs the least, and in the 
long range has some of the greatest significance, and has the widest 
support on both sides of the aisle. We can package that up together 
in one table for you. 

(The information referred to follows :) 
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70 MUTUAL SECURITY APPROPRIATIONS, 1955 


MULTILATERAL TECHNICAL COOPERATION 


Pending before this committee is a request for appropriation of $17,958,000 
for fiscal year 1955 for the United States contribution to the United Nations 
technical assistance program. The United States contributed approximately 
$12 million for each of the first 2 years of the program, 1950-51 and 1952. For 
1953 the United States pledge was $12,767,145, of which $8,171,333 had been 
appropriated in fiscal year 1953 funds and $4,595,812 was pledged subject to the 
appropriation of funds; $8,500,000 was appropriated for fiscal year 1954. Ther« 
was some difference between the views expressed by Members of the House and 
of the Senate as to the intended use of this appropriation. In determining the 
use of the fiscal year 1954 appropriation the Administration necessarily took 
into account the law, which provided for use of the funds in fiscal year 1954, 
and the legislative history, which included the views of both houses. On this 
basis the Administration used $4,595,812 of its fiscal year 1954 appropriation to 
complete the payment of United States pledge for calendar year 1953—which of 
course overlaps the first half of fiscal year 1954. This left a balance of approxi- 
mately $3,900,000 available to apply toward the United States pledge of 
$13,861,809 for the United Nations calendar year 1954 program, which overlaps 
the second half of fiscal year 1954. 

The United Nations Technical Assistance Pledging Conference was held in 
November 1953. At that Conference the Administration was faced with two 
alternatives: to pledge only the amount already appropriated, i. e., $3,900,000 
or to pledge a larger amount, a part of which would be subject to congressional 
approval. The first alternative would have meant such a sharp reduction in 
the level of United States support and in the total program that there would 
have been a serious question as to whether the program could continue. In 
view of the importance which this Government attaches to the United Nations 
expanded technical assistance program as a part of a total effort to assist under- 
developed countries, the latter course seemed more appropriate. Ambassador 
James Wadsworth, Deputy United States Representative to the United Nations, 
represented the United States at the Technical Assistance Conference and dur- 
ing the Conference set forth the following conditions on the United States pledge: 

(1) Other governments must begin to bear a larger proportion of the interna- 
tionally financed cost of the program. 

(2) Of the $13,861,809 pledged, $9,957,621 was specifically stated as being 
subject to congressional approval. The balance of $3,904,188 was stated to be 
already available from funds appropriated by the Congress. 

Other governments increased their pledges to a total of approximately $10.4 
million in support of the calendar year 1954 program. As previously indicated, 
$9.957,621 of the United States pledge was pledged subject to the approval of 
Congress, and the appropriation of this amount is now being requested. In 
addition, the amount of $8 million is being requested out of fiscal year 1955 
funds as aproximately one-half of a proposed United States contribution toward 
the calendar year 1955 program. 

The Congress last year in appropriating funds for this program indicated that 
it wished to appropriate only those funds which would be required during the 
fiscal year, and that it did not wish to provide funds for a period beyond the 
end of the United States fiscal year. The United Nations program operates on 
a calendar year basis, with a pledging conference held prior to the beginning 
of the calendar year. Since only one-half of the proposed contribution for calen- 
dar vear 1955 is now being requested, the executive branch at the next pledging 
conference will therefore be in the same position for 1955 as it was for 1954, 
that is, it will have to make a pledge for the calendar year, a part of which 
will be subject to congressional action. This is not a particularly satisfactory 
procedure, either for the executive branch or for the congress. An indication 
by the Congress of its views as to the appropriate procedure to be followed by 
the executive branch in making future pledges to this program would be 
helpful. 

Since the objective of the United Nations expanded technical assistance pro- 
gram is to assist countries which are economically underdeveloped and therefore 
unable to pay the full cost of the assistance they need, it was necessary for so- 
called developed countries to bear the largest share of the internationally 
financed portion of the cost of the program when it was first established in 1950. 
This is still true. However, by 1954 conditions had changed to the extent that 
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the United States could begin to reduce the percentage of its contribution in 
relation to those of other contributing governments, The financial situation of 
other developed countries participating in the program has improved in cel 


‘ir pledges from SS million in 





vears and other governments have increased t 
1950-51 to approximately $10.4 million in 1954 The percentage of the United 

















States pledge for calendar year 1954 was therefore reduced to 57 peres ( 
total pledges, as compared to a contribution of 6O percent for the first 
of the program Chis reduction is the first step in a gradual reduction toward 
goal of 50 percent for the proportion of the United States contribution to the 
central account 
l nds from the central account ire l df the { i na ad 
( f the progral Ihe funds, h ever, represent only 3S pe nt of the 
‘ d total « of tl 1 gram The re Linir G2 ! ( i f 
ol but s made by overnments receivit ist ira 
t f } jects Such ril ns take tl f of n ‘ 
me ry fa tic l locally available ipplic 1 equipme | ! 
l itior ind cor ibution to the international 1 ‘ t 

he su the United Na I { 1 1 ( ! Nn 
| 1 Sell-f rogi i La il contril n re esti ited a hes 000 
for 194 When a ntributions t the p ram, includ ‘ ! 

wel s tl e ft the entra count e taken in I | i 1 
e | ad tate ‘ e fe 14 ni to app i | » cent f t} 
| a 
Two } hay heen published recently which support the United N I 
hnica tance program and continued United State participation in tl 
i. The International Development Advisory Board, under the cha 
} Mr. Eri ohnston, reported to Mr. Harold Stassen, Director o y 
Operations, in December 19538, and included in il eport the following com nt 
on the United Nations expanded technical a ince progra 

echnical assistance to underdeveloped countries wi neither conceived a 
an entirely American undertaking nor has it been conducted a ich. The United 
States technical coopera n program is paralleled and complemented by the 
[ eypanded technical assistance program, which, although smaller in dollar 
i ! han the [ program, is vital both to American reign poliey 
and to the sucee f tl United States program itself Che need for economic 

d ocial de velopment ) ast and oO urgent that 1 one country ! rf 
natior agency can meet the requirements It will take the combined re 
of both national nd international agencies working ith the ry pole f the 
( ( ( ed area them Ive 1 do the t jol Vr} ise of | ipnre ‘ 
ire better | e of real n the de d objective han the « { f 
eithe 

The Board } eves that despite perfections of uN ion an idmin 

I nd any ilures that night ha it dd th igere ite 
one he world’s great movements and the t popular of all t N. pro m 
it ( il and economic field ' 

The U. N. expanded technical assistance program is the best answer to 
the pi ianda blast of American imperialism directed against the bilateral 
United States program. By enabling other countries to join in ; ivers rather 
than merely takers, it makes technical assistance their progran make it 
clea them that we do not aim at Americanizir the world bh at helptli 
each country to build freedom and prosperity out of its own resources, with 
i wn heads and hands and on the foundation of its own heritage 

Among the recommendations of the International Development Advisory 


Board are the following: 

‘1. The Board hopes that a significant expansion can take place in the U. N 
expanded program of technical assistance Contributions already received 
and pledged will determine the limit for the time bein However, the Board 
believes that an effort should be made to encourage all countries able to do 


so to inceres contributions so as to double the size of the present program 





within a period of 5 years 


“a Che Board believes that it is neither provocative of international coopera 


tion nor in the best interests of the U. N. program of technical assistance for 
the United States to continue to contribute 60 percent of the total budget 
However. the Board recognizes that a reduction of the United States share 


must be accomplished gradually. The Board, therefore, recommends that the 
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United States announce its willingness to see the U. N. expanded program of 
technical assistance doubled over a period of 5 years, and that as the total 
goal is doubled the United States share will be reduced to not more than 
50 percent. At the end of the 5-year period, a reassessment should be made 
of the situation.” 

The Commission on Foreign Economic Policy under the chairmanship of 
Mr. Clarence B. Randall in its report to the President issued on January 23, 
1954, made the following statement, with no minority expressing opposition 
this view: 

“The Commission also recommends that the United States continue its sup- 
port of the United Nations expanded technical assistance program and the 
small program of the Organization of American States through which the 
technical skills of many countries can be better mobilized and some dependent 
area and regional problems can be more effectively approached than through 
bilateral programs. 

“The Commission attaches special importance to the strengthening of the 
technical assistance work of the United Nations. It believes, however, that no 
country should contribute as much as 60 percent of the financing of this world- 
wide cooperative effort. It believes that some expansion of this program 
would be desirable but that the United States percentage share of the cost 
should be reduced.” 

Technical assistance is being furnished to the governments of underdeveloped 
countries by over 1,000 experts recruited from more than 60 countries by the 
United Nations and the specialized agencies. These internationally-recruited 
experts work with the governments and the people of the underdeveloped 
countries in helping them to solve their most pressing problems of economic 
development. 

The program also operates by providing fellowships for representatives of 
underdeveloped countries in order to provide specialized training abroad which 
will be useful in carrying out further the work undertaken By the international 
experts. During 1953, some 1,700 fellowships were awarded under the United 
Nations expanded program. The international agencies also supply a small 
amount of demonstration equipment, but in view of the total funds available, 
it is obvious that it is not possible for a large supply component to be financed 
under this program. 

The provision of technical assistance to underdeveloped countries is proving 
to be an effective means of advancing United States interests. The United Na 
tions expanded technical assistance program is an important element in p1 
viding this help to underdeveloped countries, since it is a cooperative endeavor 
in which the underdeveloped countries are both contributors and receivers of 
assistance. It should also be pointed out that the Soviets are participating in 
the program this year for the first time, and a weakening or withdrawal of 
United States support at this time will provide excellent propaganda material for 
the U. 8.8. R. It is therefore important that the United States should continue 
its support of this program at a level commensurate with its interest. 

Following is a message which was sent to the Secretary of State on May 7, 
1954, by Ambassador Henry Cabot Lodge, Jr., United States Representative to the 
United Nations, in response to a request from the Department of State for his 
views on the voluntary programs of the United Nations: 

“* * * let me say that, in addition to my own generally favorable impression, 
I have been struck by favorable reaction of members of United States delegation 
at last session of GA assigned to committees dealing with these programs, Mr 
Henry Ford, Mr. James D. Zellerbach, and Ambassador James Wadsworth. The 
newly appointed United States representative in ECOSOC, Mr. Preston Hotch 
kis, a distinguished California businessman and rancher, also has most favorable 
impression. Certain points and developments, some of which I mentioned last 
year, may be of interest to those considering these programs: 

“1. These multilateral programs contribute to tying together and strengthening 
the free world in its broadest terms through concrete constructive and fully co- 
operative activities. I am reliably advised that the UN programs in such coun- 
tries as Pakistan, Afghanistan, and Libya in such fields as land reclamation, 
irrigation, development of plans for hydroelectric power projects, training in 
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d program of ‘he maintenance and use of construction equipment and farm machinery are 
as the to ng good results. 

%t more tha) » Certain countries find it difficult or impossible accept bilateral assistance 
ould be ma 1 from us or from Colombo plan because of local public opinion and political 
ditions. In such countries existence U. N. programs tends to compensate 

irmanship for fact that United States bilateral programs and efforts are unacceptable. 
1 January 23 8 Substantial support these programs has given us psychological and pro- 
opposition paganda advantage over Soviet bloc. We have publicly taunted them with not 
king advantage of opportunity be helpful instead of concentrating on violent 
‘tinue its su ds and violent deeds. This may well have had some influence in U. 8. 8. R. 
ram and the now feeling itself forced make 4 million rubles ($1 million) contribution to 
h which th nrocram. Efforts of Soviets in various U. N. bodies play up this contribution 
ne depend sreat step forward have evoked polite but slightly eynical reaction from 
than throu; non-Soviet countries. United States, because of its much more generous con- 
, nution, has revealed insincerity U. S. S. R.’s purely propaganda interest in 
ening of tl ess developed countries. In light Soviet contribution, however, it is particu- 
ever, that 1 i important that United States should be in position continue its par- 

f this work »yaution in these programs on generous basis. 
his progra 14 I share view of Randall Commission that the United Nations technical 
of the cost ssistance program should be strengthened and expanded. 

.. In line with congressional views and agreed recommendations Randall 
derdevelop Commission and Eric Johnston Board, effort is being made achieve gradual 
itries by t in United States percentage contribution to these multilateral pro- 
ly-recruiti rams. In some cases, such as TA program and children’s fund, reduction can 
derdevelo] I chieved somewhat more rapidly than in programs like Palestine refugee 
of econ program and Korean reconstruction program where sums involved are much 

larger and interest of other governments is more difficult substain. 
entatives « 6. As I have previously noted, multilateral programs of all types are less 
broad wh tly to United States taxpayers because other governments share part of 
nternatio cost of program in which United States has vital interest. Further, it is often 
the United possible obtain from other countries skilled personnel in fields in which United 
ply a sma States has substantial shortages. For example, experience of United States 
ls availabl in tropical medicine and tropical agriculture is more limited than that of many 
be financed other countries, and experts in these fields are usually drawn from Western 

Europe with tropical possessions or from tropical countries. In such cases 
s is pro) we cannot provide adequate expert knowledge. 
United N 7. United States nationals hold many important positions in U. N. agencies 
ent in ] administering these programs. This, with United States membership and 
ve endeay vigorous participation in overseeing bodies tends to assure United States of 
receivers of funds in line with overall United States objectives. Examples: Agent general, 
icipating j Korean reconstruction agency—Lieutenant General Coulter; director, Palestine 
hdrawal « refugee agency—Henry Labouisse; executive director, children’s fund—Maurice 
material f Pate; and director general, food and agriculture organization—Phillip Cardon. 
uld continue A large number of United States nationals hold key positions both as assistant 
£ directors and as field representatives of various agencies. 
>on May 7 “8. Interest of other governments in TA program is reflected by increased 
tative to the pledges announced by other governments, subject to parliamentary approval. 
tate for hi Increases for 1954 as against 1953 were announced by 26 countries. I agree 

with Governor Stassen that we should do more multilaterally where other 
impressio1 governments are prepared to increase their contributions. 
; delegation “9, Reductions United States level of support these programs would be inter- 
grams, M1 preted as expression lack of interest economic welfare nations in Latin America, 
vorth. Th: Asia, and Middle East which in one way or another are important to United 
‘ton Hote} States. Further, in many cases like Palestine relief, actual existence possibility 
‘t favorabl future improvement thousands of persons directly dependent on United States 
tioned last contribution. Accordingly urge earnest and favorable consideration proposed 
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XPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Co a é€ table of pledges an payments as of June 30. 195 i 
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Pledges to central account, local contributions, and funds allocated for cour 


assistance—Calendar year 1954—Continued 























a 
Centalin. Estimated Total Fund J 
tior and local con- pledges to cated f 
, tributions | central ac- 
pledges to Percent count : 
- by assisted count and 
central ac- ASSIStA : 
count govern- local contri- tiny 
ments butions 
Ame 
Europe--Continued Region 
Ireland $14, 001 0. 06 $14, 001 Argent 
Vatican City 2, 000 01 2, 000 Bolivia 
Luxembourg 2, 500 01 2, 500 Brazil 
Monaco 1, 429 01 1,429 ( le 
Portug $5, 000 5, 000 er Colom! 
Ukrainian Soviet Socialist Republic 125, 000 51 125, 000 Costa | 
Cuba 
Total 6, 105, 925 25. 12 3, 155, 000 9, 260, 925 1, 399 Domin 
= Eeuad 
Near East and Africa El Sal’ 
Regional projects 53, 000 53, 000 435 Guate! 
Eevot RH, 157 35 350, 000 436, 157 543 Haiti 
Et ynia 20, 000 oR 480, 000 500, 000 261 Hondt 
Iran 50, 000 21 843, 000 913, 000 724 Mexic 
Iraq 14, 002 06 997, 000 1, 011, 002 451 N icari 
Israel] 50, 000 21 1, 454, 000 1, 504, 000 33 Panan 
Lebanon 6, 846 03 79, 000 85, 846 Parag’ 
Libya 3, 600 01 600, 000 603, 600 Peru 
British West Africa 8 2 Urugt 
French Africa 313, 000 313, 000 17, & Venez 
Gambia 7,000 7, 000 6 Britis 
Gold Coast 40, 000 40, 000 AR. Jamai 
Liberia 15, 000 . 06 99, 000 114, 000 215, 9 Prinic 
Morocco 173, 000 173, 000 17, 34 
Nigeria 135, 000 135, 000 32, 8¢ Tot 
Somaliland 4,000 4, 000 24, (K 
Sudan : 14, 0 Interregic 
Tanganyika 37, 000 37, 000 47,6 
Tunisia 139, 000 139, 000 4) rot 
Uganda 19. 
Jordan 2, 800 01 121, 000 123, 800 216 
Syria 11, 410 05 1, 892, 000 1, 903, 410 61, 4 rhe 1 
Cypru 5, 000 5, 000 12, ( Technica 
Saudi Arabia 15, 000 OF 692, 000 707, 000 130. is funds 
Yemer 2 100 01 5. 000 7, 100 a8, AR operation 
Afghar an 10, 000 04 787, 000 797, 000 424 A ssistan 
Total 286, 915 1.18 9, 325, 000 9, 611, 915 5, 195 
Asia and the Far East 
Regional projects 577, 42 
—— 400, 000 l 64 Se} 
urma 2. 000 05 828, 000 627, 64 2 
Cambodia 143, 000 119. 85 ferril 
Ceylon 15, 000 06 3, 834, 000 449, 86 i. 
China (Taiwat 15, 000 . 06 590, 000 178, 42 Is INV 
Hong Kong 65, 000 28, 57 Dn 
India 300, 000 1. 23 5, 855, 000 o cou 
Indonesia 65, 790 27 | 2,888, 000 State 
Japan 80, 000 33 3, 000 
Korea... 3, 000 01 1, 000 Mr 
Lao3._.. 2, 857 .01 15, 000 se) 
Malaya 240, 000 se 
Nepal 14, 000 cussl 
North Borneo 30, 000 
New Zealand 52 ably 
Pakistan 68 3, 071, 000 854, 470 
Philippines. Suk f 23 587, 000 260, 759 M 
Samoa 2. OF ( l 
Sarawak 81, 000 81, 000 17, 508 
97, 000 O7 hoo G1, 486 
40, 000 16 1, 875, 000 1, 915, 000 663, 753 
- 7. 500 03 33, 000 40. 500 10, 847 
1, 287, 953 5.28 20, 250, 000 21, 537, 953 330 
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, , ~ : : bas 
es to central account, local contributions, and funds allocated for country 


assistance—Calendar year 1954-—Continued 








tal i Contribu a ome Tot Ml Funds allo- 
v oca! con- pledges to 
to . tions and tributions | central a cated for 
al pledges to Percent ne sesisted onunin sl country 
nd central ac assistance 
; unt gover! local contri ain i 
—— ments butions estimates 
erica 
‘ : il projects $1, 140, 000 $1, 140, 000 $1, 083, 731 
on tina 30K). OOO 1.2 300. 000 
> mn ia 7, 8Y. O03 181, 000 IRS, SOS 81, 286 
oo il 540, 541 2. 22 761, 000 1, 301, 541 379, 951 
$29 BR OOO 24 525, 000 53, GOO 1, 037 
> WM bia 140, 000 AR 511. 000 651, 000 212.010 
oo, OK Rica 6, 000 0 300, 000 106, 000 137, 410 
ae Cuba 17. 000 17, 000 ”) O50 
te 1, 39 D nican Republi 203, 000 203, 000 61, 146 
} vc 6, 400 $73, 000 79%, 400 263, 427 
. } 1 sdor 7. OOO 03 287, 000 204, 000 170 
vn 4 iatemala 500 03 123, 000 130, 50 144, 775 
157 54 H 12. OOO 0 124, 000 136, 000 117, 6&8 
1), OOO 2 1 iura 8, 000 03 170, 000 178, OOK 90, 425 
O00 7 axicr 4, GR2 14 1, 310, 000 1, 344, 682 719 
. OZ { iragua 5. 000 02 43, 000 48, 000 1 O75 
4, OOO 28 Panama , O00 01 n. a 3. OOO 131, 235 
, 846 R2 | wuay 8, 000 03 25. 000 523, 000 257, 438 
», 600 631 Peru 12. 000 05 tR2, N00 394, 000 140. 136 
: 8 Uruguay 75, 000 31 5, 000 80, 000 42, 150 
we Venezuela 45, 000 19 34, 000 79, 000 43, 500 
— ‘ British Guiana. 8, 000 &, 000 16, 200 
J, 000 48 Jamaica 24, 000 24, 000 45, 225 
4, 000 215 nidad 19, 000 19, 000 17, 805 
000 17 
ae 32 Potal 276, 927 5. 25 055, 000 8, 331, 927 4, 332, 671 
1 000 24 
yO a terregional projects 456, 727 
r VOU 4 Total 24, 319, 529 100.00 | 39, 785, 000 64, 104, 529 | 3 17, 252, 477 
R00 216 -_ 
a q he total of funds allocated for country assistance the estimated cost of projects approved by the 
we chnieal Assistance Board in December 1953 for execution in 1954. Additional projects may be approved 
y funds become available Che total shown does not include estimated central administrative and indirect 
\ ‘ perational costs of the participating organizations or the estimated cost of the secretariat of the Technical 
. Assistance Board 
DEVELOPMENT ASSISTANCE 
000 ‘ y ° ° 
000 627. Senator Dirksen. Under title 2, your development assistance, re- 
000 ars, 8 ferring for a moment to the questions asked by Senator Russell, there 
00¢ 178 is involved there $224 million, but roughly there are only about 7 or 
wo . . ° . o “ . , 
100 one 8 countries involved, like India, Bolivia, Iran, Israel, and the Arab 
WO | 725.7 States. 
. nm. 9% * . 
000 Mr. Strassen. That is right. 
857 49 : » ‘ . ° 
000 7 Senator Dirksen. If you could set down in the record a general dis- 
aD s3 cussion of the salient items that are involved there, that would prob- 
4 a 
50s ably serve the purpose so it would not have to be belabored too much. 
00 280’ 7 Mr. Strassen. Yes, Mr. Chairman. 
00 yar ene (The information referred to follows:) 
moO 4] 48¢ 
4 663 NEAR EAST, AFRICA, AND SOUTH ASIA 
" it “4 
3 867 DEVELOPMENT ASSISTANCE 


In many key couhtries of the Near East and South Asia, United States interests 
require the acceleration of economic development or the solution of other urgent 


economic problems. 


The United States, through technical cooperation, providing 
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the necessary ingredient of technical skills and know-how which in the lor 
range will make most effective use of available resources. Development ass 


ance is required, however, to solve specific and immediate economic proble 


which are beyond the physical and financial capacity of the countries themsel\ 
either through use of their own resources, or through borrowing from exist 
publie or private lending institutions 


Despite the existeace of a few areas of tranquility and relative prosperity, 
region is generally characterized by partially or almost wholly undevelo, 











ericultura ind and mineral resources, much of it remote from the nor: 
terchange of commerce because of lac f adequate means of transport. The 
ind is there but in much of the area it is arid and needs dams and irrigat 
itches to make it productive. Important mineral resources are there 
neal ist be found to make these vital resources available to the free wo 
t reasonable 
Private investment and enterprise must ultimately be relied on for n 
f the future ds opment of the egiol Today, however, the potential 
f t mf ted bh a lack of basic transport and other facilit 
vhi he ent ID in i to supply Banking institutions, c 
ted with } h « 5, Wek ¢ vote ad mnetimes weaker governments 
ned t nee important one! of a sound economic foundati 
i I Ol na 3 ds which national strength must rest 
Through dev« ment assistance untries will be benefited only as they 
I m e their own re urces to help themselves Aid will be co 
ent ed on sp projects which w enable the countries concerned 
jor part of their development programs through borrowing 
rivat f é Once the 1 ostacles to normal financing are remove 
enti rise ould take over the ncing and construction of the f 
it and proc iz indu es—the development of the many producti 
icilities which arise from a stable economic base. The major components ¢ 
ent sSistance are described be \\ 
The Israel-Aral ! t hi re ht about a tremendous upheaval in the Ne 
rly a million Arah residents of Palestine left their homes and were 
re take refu re hborin Ar countries, which were amon 
f the area, and were ready pre ling no more than a meager live 
0 r their own peonle Homeless, impoverished, and embittered, these refu 
ees | resented from the inning a serious threat to peace and stabhilit 
I be Near |] I of them have been permanently resettled: the probler 
te ! ! frictior nd an nnhearable strain on the eco 
tl S i l l heen given refuge rhe United S ‘ 
dire thi ] ly rt of the program of the Unit 
\ ! \ Th sf r net ¢ NRW A 
State tior » this program from 1949 through June 30, 194 
nite ; 61 percent of the total funds contributed. I 
. ed that nr * th oer } he fields of both relief and r 
‘ nt ‘ I ed, and t s indicated above Luthorizer 
‘ \ ] presen it 18 not 
' { his ressiona!l < to ¢ r t] 
| ested that the carryover of an est ited unobligated 
( ne 30, 1954, fri earlier appropriations 
‘ I le ‘ he esting efucees, howevel! s not the total measure of 
’ d for de ne dt he Arab States The Palestine refugee problem 
l he re ( ire mad f-supi ng Arab countries 
ees AS W ‘ unless t sa found to improve condi 
per tizens the same tim The refugees cannot be the sole 
res of new or funities, nor can ti r problems be solved by ignoring 
ple alr ‘tiled (Attention must therefore be given to creating nev 
opportunities in thet Arab States, for both refugees and nonrefugees 
reate | tical climate in which the country governments can 
fv to their own people the permanent settlement of the refugees Of th 
proposed for development assistance, it is presently ‘anticipated that a 
tial portion should be utilized for the implementation or initiation of 
ve ment projects in the Arab States in fiseal year 1955, primarily in Jordan, 
in, Lebanon, ¢ 1 Meypt Some portion of the total may, however, be used to 


rovide aid for development in other Arab States or other countries in the area. 
; aba 


neh as Libva For example, during the current fiscal vear, $3.350.000 of de 


velopment assistance has been authorized for Saudi Arabia but not yet extended, 
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ler the sponsorship of UNRWA, a broad plan for the utilization of the waters 
e Jordan Basin wi prepared by 1 el ent American engineering firm 
rles T. Main, Inc.). This plan ignored political boundaries, and was devoted 
y to the most economic and effective use of water for the area as a hole. 
an has been presented to Israel and the interested Arab States by lcrie 
ston, acting as the personal representative of President Eisenhowe1 is 
raging to note that the plan is being seriously studied and appraised by the 
ested countries It is not possible at th time to predict the outcor of 
atter All states the area have been informed, however, that the nited 
es Government, 1n essing the needs of individual I f assistance 
rive considerable weight to the degree t hich there is a willingness to 
te ll e st l egional problems ast ‘ th rs of 
in Basin, on a nal basis. 
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of this assistance was on agricultural development, which is basic to the future 
economy of the country and to the well-being of the massive rural populatior 
In recent months, although emphasis continues on agriculture, increased atte: 
tion has been given to the major problems of unemployment and transport 
During this fiscal year, substantial amounts of development assistance have been 4 
devoted to the procurement of steel for fabrication by ‘rdian industry, and t: { Cou! 
the procurement of equipment needed to improve a criticaily weak system of r: 
transportation. A development assistance program of $85 million is conte. 
plated for fiscal year 1955, with substantially the same emphasis as in the current France 
fiscal year program. 

Bolivia obtains from 60 to 70 percent of its exchange revenue from tin, and 
dependent upon imports for approximately one-half of its essential food require 


== 


ments. Accordingly, the sharp decline in world market price for tin during cale : toad K 
dar year 1953 resulted in a foreign exchange crisis which threatened widespread » Yugoslav 
hunger and economic and political disintegration. Based largely upon the re ee 
ommendations of Dr. Milton Eisenhower following his visit to Bolivia during span 
the summer of 1953, and the anticipated undesirable results of economic and s 6©Afghanist 
political collapse, the United States tendered special aid to Bolivia during fisc: Israel... 
year 1954 of $12.5 million, of which $11.2 million was for agricultural commod { Tot 
ties and $1.3 million for developmental supplies and equipment. The receipt of ; se 
vital foods under this program has apparently stabilized the situation for the H $207.6 
moment. The developmental supplies will assist in intensifying efforts to rapid] S §81.385 m 
increase domestic food production. However, available information indicates items. 
that Bolivia’s income from minerals during fiscal year 1955 will be too low to 
provide even the bare essentials of existence, and, accordingly, the $9 million 
program proposed for fiscal year 1955 has been developed on the basis of mini C 
mum continued external aid needed to maintain basic food levels and essentia ver 
developmental supplies and equipment necessary to restoring Bolivia to a positio) actua 
of economic stability. Mr 
it dic 
USE OF AGRICULTURAL SURPLUSES for e 
‘ . ot ae ee Pe : ; ratio} 
Mr. Strassen. The distinguishing characteristic of this kind of pro dia 3 
gram is that the United States has a foreign policy and security ob dies 


jective in doing it, but it does not directly support Armed Forces. In awele 
other words, we are not building up an army in Israel or India or Ek 
Egypt under our present programs, but we do want to see to it that 


there is not the kind of economic chaos or deterioration that on the a 
one hand would open up the way for communism and, on the other fr 
hand, would be a tragic failure of the broad humanitarian interest "Tn 
which the United States has always had in extreme situations. In ee 
these countries, we also will be using our agricultural surpluses in —_ 
place of the dollars that are represented by this appropriation to the —— 
maximum extent. pan 
As an indication of our complete follow-through on that, may I say “a 
that in the fiscal year 1954 program this committee and the Congress 
asked that we use not less than 100 nor more than 250 million dollars 
in the form of United States surplus agricultural products in place of S 
dollars. We worked out the program so that we actually used $245.4 M 
million worth of agricultural products. We practically reached the itn 
maximum rather than being satisfied in the minimum. We intend wae 
to do that in the new year. : Te 
<< ex 
Senator Munpr. Can you give us a breakdown product by product? = 
Mr. Srassen. Yes, we can. I can tell you the principal products that 
were wheat, fats, cotton and tobacco. The exact breakdown is this. < 
The exact table we can put in the record of just what was used for each nite 
purpose. IT do not have it right before me. \ 


(The information referred to follows :) 
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. ok . — 
Composition of section 550 sales program as of July 19, 195 


[Values shown in millions of dollars] 


{ . rans 
Bread Fats Coar bac . , 


Country Total ind Meat | Fruit 8¢ | Cotton | TP8*-| porta- | Other 
, anes oils grains co tion 
15, 850 2 OM 3, R50 
15, 000 2. 000 000 10, 000 
18, 500 2, 000 15, 000 1, 500 
rlands 4, 000 4,000 
> 335 fi) 1, 145 630 
14, 800 14, 800 
i Kinged 72, 250 19. 000 17, 250 10, 000 20, 000 6. 000 
lavia 34, O00 22 800 4 000 4+, 800 , 400 
| 5, O00 2 OOO 3, OOO 
Formosa) 10, 000 6. O85 1, 800 i 15 100 
AD, O00 39. 700 7, 000 5, 300 
tar 1, 450 278 157 1,015 
1, 200 1, 200 
rotal... 245, 385 70, 323 83, 345 17, 250 10, 000 9, 430 51, 600 38, 350 7, 972 7,115 
$207.635,000 from Military Assistance Appropriations—balance from nonnu ilitary appropriations 
85 million equivalent in local currency generated to be used for off-shore procurement of military end- 


REPLACEMENT OF NORMAL EXPORTS 


Senator Munpr. Was that in areas which normally do not buy our 
vctual surpluses so it is not simply a replacement of other aspects { 

Mr. Strassen. No. We particularly administered the law so that 
it did not replace normal exports. One of the things that we did, 
for example, was to work with the British on the release of their 
rationing so they would eat more and expand their markets. We 
did move with them to the point where now they have completely 
discontinued rationing, and they have expanded their consumption of 
agricultural products in Britain. 

In other countries, in some instances it was a matter where they 
were acquiring their cereals from the Soviet and if we could move in 
on that market, we were glad to do that to decrease their earnings 
from the Soviet standpoint. 

In other instances, it was a matter of their supplies being so narrow, 
that is, their own reserves, like of fats. They were living on a hand- 
to-mouth basis. We encouraged them to import more, including a 
part of these supplies, and then build up their reserves so that they 
were not on such a narrow margin. 


BEEF SHIPMENTS 


Senator Munpr. How much beef, if any, was included in that? 

Mr. Strassen. Beef was approximately $17 million worth, as I 
remember, and a good share of that remains to be shipped because we 
worked out the programs, and then as you recall, the rains came in 
Texas and the drought area, and the beef market strengthened. So 
we have held that money available for any weakening of the market 
that might occur in the next few months. 

Senator Munpr. As I understod the arrangement you were to go 
into the market any time it started to sag, and buy it up. 

Mr. Strassen. That is right. 
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BOLSTERING OF MARKETS 


Senator Munpr. Both when it was the best time economywise t 
buy it, and it bolstered the market. 

Mr. Stassen. For example, last fall when lard began to slip, whi 
would weaken the hog market. we went in at that time and purchased 
lard and strengthened the market so the hog market last year was 
good. What we can do is only marginal, but sometimes the margina 
purpose makes a creat deal of difference in the overall market. Th 
hog market is quite a bit firmer this year. Whether we can do as good 
a job on lard this fall, I am not certain. We do have this beef money 
that we are ready to use to help particularly the cows and canners i1 
that respect. 


wa ‘ 


ator Try In connection with this bee {, there was a report i 
the last few days, because of the extreme heat in the Southwest, and 
the continued drought, that there was a vei heavy movement. of 
female cattle or the aged animals back into the Southwest markets 
Kansas City was in distress here over the week nd, sO Vou May have 


opportu ty to examine it quickly. 


Mr. STASSEN, We will check that. | noticed those reports, too 
Om agcricult ral section 1s contacting on it right now. 


“a? 
al 


FUNDS DISBURSEMENT 


Senator Dirksen. Governor, under title 2, I notice in your defin 
tion, you mention supplies, commodities or funds. Have funds bee 
disbursed directly under this program instead of supplies and com 
modities, and f so, to what extent ? 

Mh MSTASSEN Toa limit d extent, particularly in the ease of Iran, 
when that Grovernment changed, their treasury Was bankrupt. ‘They 
h tii oy of pal er money floating arol nd. The re was lack of con 
fidence in the money, and as | sald earlier, they said, “We need $300 
million to keep our ec trv from economic chaos.” 

One of 1 iblest men, Mr. Norman Paul, happtned to be in Cairo, 
curing the rioting and the mobs in the street, and it turned the right 
way | the new Government came in. I had him flv to ‘Yeherar 
rial t Wi) He looked into it the roughly with the Amba ssador and 
the Trea ry representatly and the local chie fs and they said that 
two thi would straighten out Iran in the shortest possible time. 
One w: to put some dollars and cold behind the Iranian money. 
That t would act llv sa¥e money in the long run. So we put $10 

on behind the Iranian currency } ractically in a few days’ time. 
SHIPMENT OF SUGAR TO IRAN 
The other thing the aid th we should do was to make it pos- 


ible to buy something with this Tranian paper money that they were 
shaky about, and they said that one thing all the people of Iran liked 
to buv wa sugar, becau » they liked their tea and they liked their tea 
sweet, and all the sugar had disappeared into the black markets. We 


diverted shipments and got sugar in there in a hurry and other com- 
modities be it. The change was actually almost miraenlous, be- 
cause il 1 very short pace of time their money became desirable in 
the own eves, and instead of everybod trying to get rid of their 
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hee 


ry money, they were hold ig onto it, and the ex hange actually 
proved instead of deteriorating. 
nomy wise We followed it on through with other programs. But there are 
ptior al circumstances when nothing will Go the or od that a cer 
o ship, Whi amount of gold and dollars behind the sagging situation Those 
id purchased erv exc ptional ha very minor i the world pl ture. 
ist year W Senator Dirksen. The entire amount of $9 million for Latin 
he margin \ » under title 2 is for Bolivia? 
larket. Tl \ STASSEN. J , s right. 
l do as gor 
beef mone COAL AND STEEL LOAN 
* canners 
‘* 1 AIRK if thi Stat { ee ( { on 
a report rom Ve carried $100 milli u 
ithwest Mr. S EN. [1] oan at 3 ( nt : 
ovement o ir period, Tt re t ost coll on U chiary 
market : inded out of our past year, and thet equine nt 
may AVE , . | oprial on TO! { ’ 
itor VIRKSEN is the thing In good operating statu ow, or not, 
eports. { ou still ving trouble with the authorities of the respective 
volved 7 
Mr. STAss! lifficulty but it mo o We fee] it the 
il ive tha 1 will he 1 succes 
S tor Dirkst I think we might cover one more iten 
) ll 
a VE ( L EXPORT 
s 9 0} 
Mr. STAss! x. On tl t | ight point out that one of the things that 
of Ira Government 1s pressing for 1 a liberalization on ll of their parts 
They i] rt eligibility of United States coal because we have a situation 
f : f e want to export or we want to use more ¢ We are exam 
ds fact our own foreign operations program for this next year 
ther there are not some places where we cat ‘oal instead 
ssl i uate f dollars, just like agricultural products instead of dollars 
| the right Senator Dirksen. What isthe situation as far as coal oncerned in 
leheray Orient ¢ \re you buy ing coal from Japan or do they not have any 
lop and oal at all? 
ad that Mr. STASsEN In Korea we will probably need about a million tons 
C me hecause while they have coal. they cannot get it out fast enough for 
i mone eir own needs It is anthracite that powders ea ily. We are not 
ve put $1 al very much in the Far East. 
\ time 
KOREAN DEFENSE SUPPORT 
Senator Dirksen. Before we adjourn, I thought perhaps you might 
Dos give us a word or two about your Korean program under title 1 of 
f \ We re h ipter 5; that is defense support. 


Iran liked Mr. Srassen. That is right. 
| their tea Senator Dirksen. You have the bilateral program for $230 million 


ets. We with a drop of $50 million since last year, and a slight reduction on 
ther com UNKRA. I expect the Korean emergency food relief program has 
ilous. he been blocked out altogether or consolidated into something else ? 

sirable in Mr. Strassen. It has been consolidated but essentially dropped out. 


| of their On UNKRA, one of the reasons that amount is reduced is in accordance 
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with the expressed policy of this committee. We have been insisting 
that our percentage of the total contribution should not be too high. 
We are insisting that other countries must put up money before the 
United States puts it up. In that process the other countries have not 
put up enough matching money to fully meet the United States ap 
propriation. ‘Therefore, we are carrying over a part of the UNKRA 
money, and not asking you for as large an appropriation as originally 
exper ted. 

Senator Dirxsen. I think somewhere before the hearings conclude 
we ought to have some details as to the reconstruction work, its prog 
ress, the supplies and equipment, and the heavy duty equipment that 
has gone in there. I think we can go into that later. 

(The following information was subsequently supplied :) 


UNITED NATIONS REFUGEE EMERGENCY FuND 


The executive branch proposes that the United States make a contribution of! 
$500,000 to the United Nations Emergency Fund (UNREF) for calendar year 
1954. The fund, which was established in 1952, has been providing aid for 
destitute refugees whose relief needs are not being met adequately by the cou 
tries where they reside or through other programs. Up to the present a United 
States contribution has not heen considered necessary, since other sources of 
revenue, including the residual funds of the International Refugee Organization 
to which the United States had contributed, were available for this purposs 
These funds have now been exhausted, however, and financial support of UNREI 
by the United States is urgently needed for the continued effective operatior 
of this relatively small but very worthwhile refugee program. 

Besides helping meet required supplementary needs of these refugees, the 
proposed United States contribution will be further evidence of our recogni 
tion of the distressing plight of this unfortunate group and of our interest it 
seeing that these refugees who have sought freedom have a chance to reestal 
lish their lives in the free world. The operation in China involving the refuges 
of Europe: igin is a particularly striking rescue operation. 





rHE PROBLEM 


Among the stateless refugees for whom the United Nations High Commis 
sioner for Refugees provides legal and political protection, there are some 37,000 
destitute cases, located in Europe, the Middle East, and China, who cannot now 
qualify for resettlement abroad and are dependent upon this fund for sub- 
sistence. These include the so-called difficult cases—chroniecally ill, disabled 
and aged—-who require permanent institutional care which only the generosity 
of governments and voluntary agencies can provide. Equally compelling is the 
destitute situation of an estimated 14,000 refugees of European origin in Shang 
hai and Hong Kong. Whether ill, disabled, or simply destitute, these refugees 
must patiently wait out the development of some permanent solution of their 
problems. Meanwhile their urgent relief needs are not being met adequately. 

Countries granting asylum in most cases offer some welfare assistance as 
well, but this aid, because of economic or other reasons, is often below the 
minimum level required for basic subsistence. The relief programs of private 
agencies are limited by insufficient resources and heavily burdened budgets. 
There are inadequate facilities for meeting the special requirements of the 
eases requiring institutional case. UNREF assistance is the only source of aid 
to which the majority of these destitutes can turn for assistance, and funds 
for this purpose are rapidly depleting because of the great demands upon them. 

With respect to the European refugees in China, UNREF is virtually their 
only means of support, since the Government ignores their plight and the inter- 
ested voluntary agencies are not permitted to operate in this area. Numbers 
of these refugees can be resettled under other existing programs provided they 
can be maintained until they are able to reach Hong Kong. The United Nations 
High Commissioner, because of his past assistance to this group, and because of 
the several currencies available to him through contributions to UNREF, is in 
a unique position to maintain these refugees in China until such time as they 
can reach Hong Kong. 
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rhe relief program of UNREF in no way duplicates that of the United States 
apee Program or the Intergovernmental Committee for European Migration 
ICEM). Each has a specific function to perform, and is in harmony with 
others. Most of these refugees are ineligible by circumstance or selective 
on for aid from the Escapee Program. ICEM provides transportation 
related services, rather than care and maintenance, and only to refugees 
route to countries of resettlement. Effective liaison has been established 
these three programs to the end that each program can accomplish 

e successfully the fulfillment of its objectives. 


rHE PROGRAM 


UNREF funds are expended, on behalf of destitute refugees, through the 
intary agencies already operating in this field. The assistance provided 
des initial grants required for the placement in institutions of the diffi 
cases, and the furnishing of medical and hospital aid, supplementary 
ling and clothing to the destitute cases. 

‘teen governments contributed $733,484 to UNREF since its inception in 

y 1952 to December 31, 1958. Additional funds received from private organ- 

ons and individuals and other sources bring to $1,062,096 the total resources 
able to the fund during this period. The major part of these funds, 
8.014, was expended for supplementary material assistance and medical 

. the destitute refugees of European origin in China, and their main- 
enance in transit through Hong Kong. The remainder was used primarily 
make grants for the placement in institutions in Europe of aged and chroni- 
ll refugees from China, to implement a number of small relief projects 

he Middle East and Europe, and for essential health programs particularly to 














bat tuberculosis among refugees 
Che High Commissioner has estimated that $1,222,000 will be required for 
program in calendar year 1954. He reports that of this amount $462,169 
d been pledged or contributed as of June 30, 1954, leaving a required balance 
759.8231. The attached table shows the estimated numbers of refugees to 
1ided and the amounts required for that purpose in each country 
The executive branch attaches great importance to United States support of 
VREI Request is therefore made for appropriation of $500,000 to cover 
United States contribution for the calendar year 1954. The proposed United 


States contribution represents 41 percent of the total budget requirements for 


ear. 
UNITED NATIONS REFUGEE EMERGENCY FUND 
Purpose UNREF program, calendar year 1954 
} Numt f 
Co . Bu iumt ri difficult ( 
q 1 { rect 
isted Apr. 1, 1954 
Hong Kong $414, 006 1, GOK 
0) OK 1-600 
130, 00 23, OOF 1, 500 
40, 000 2, SO 1, 000 
le 10, OO yt 700 
110, 000 6, AO wy) 
ey SO. Oe 44 153 
45, OOK 1, 50 
36, OOK 40) 101 
1, Lebanon, and Jordan 107, OOF HM 3 68 
Potal 1, 222, 00 | 
[hese figures are based on surveys, as yet incomplete, carried out by voluntary agencies in consultation 
with representatives of the High Commissioner. They are minimum figures of the so-called institutional 
cases. Placement of these cases in institutions (with the exception of those in China and in Syria, Lebanon, 


and Jordan) have not been budgeted for in 1954 
2 For placement of institutional cases from China and Hong Kong in Europe 
§ Institutional cases and dependents, included in the budget for assistance in 1954 
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2 
a 
z 
a 


Contributions from governments 


. ’ 1954 1 
Country December 19 1954 ul 

. . S14 64 

l Z WZ 
”) 4, OOO 
; " 0, 462 
{ i ” O84 
s 85, 714 

lia 4 13. 0 

000 000 
wh ooo 

‘ 67 4 
IT ; “ 4 0 
j OO 2 000 285, 000 
28, 000 28, 000 
' ' 4, 104 

492 19, 49 

f R4 x 4 7, 49 
k i 80, O00 80, 008 
7 is 4 1, 19. ; 


Senator Dirksen. Mr. Chairman, this is probably an appropriate 
time to recess the hearings until tomorrow at 10 o’clock. 

Chairman Brincrs. That will be fine. We will resume tomorrow, 
and thank you, gentlemen. 

Mr. Srassen. Thank you, Mr. Chairman. I will be here at 10 
tomorrow, 

(Thereupon at 5:18 p. m., Monday, July 19, 1954, a recess was taken 
until Tuesday, July 20, 1954, at 10 a. m.) 
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TUESDAY, JULY 20, 1954 


Unirep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room F-37 
the Capitol, Hon. Styles Bridges (chairman), presiding. 

Present: Chairman Bridges, Senators Dirksen, Young, Thye, Smith 
Maine), Dworshak, Hayden, McCarran, Chavez, Kilgore, and 
Robertson. 


’ 


FOREIGN OPERATIONS ADMINISTRATION 


STATEMENT OF HAROLD E. STASSEN, ADMINISTRATOR 
BIDDING ON FERTILIZER SHIPPING 


Senator Dirksen (temporarily presiding). The committee will 
come to order. 

Governor, Senator Kilgore has a budget meeting and he has a few 
specifie questions to ask you. So before we go into your testimony 
for his convenience, perhaps he could ask those now. 

Senator Kiicore. I would appreciate it, Mr. Chairman, because 
I have to get to the Budget Director’s office. These can be placed 
at the appropriate place in the record, wherever they will fit in properly. 

Governor, I am interested in some questions on the fertilizer pro- 
gram. It seems that bids are being asked for on the basis of delivered 
at point of use. Is that correct? In other words, the price is a 
delivered price. 

Mr. Strassen. That has been correct. 

Senator Kingore. Is there any possibility that that system will 
change? 

Mr. Srassen. Yes, we have under study at the present time that 
matter. 

Senator Kirgorrn. May I say, Governor, the point is this: Our 
plants in the United States have to ship American-flag ships and 
the freight rates are higher. Companies in foreign countries, shipping 
in their own flag ships, can get a higher price out of the fertilizer at 
the plant, and still underbid American companies; is that not right? 

Mr. Strassen. Yes, that is a special problem on this matter of the 
requirement of United States-flag vessels in 50 percent of the goods 
that we move. It does, thereby, in effect provide theoretically 
partial subsidy to the United States merchant marine in the moving 
of these goods through the foreign-aid program. In actuality, in 
some instances it works out so that instead of subsidizing the United 
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ee s , 
States merchant marine, it simply means that the United States does 
not sell the goods and fertilizer is an example of that 

We have 


problem of a similar nature in reference to coal 


som 


anv large bulk commodity 

Senator KitGcory 1 am well aware of the problem on coal 

Mr. Strassen. Yes We are studying that, Senator You a 
correct to show a sp fie interest wu U. ur problem, of course, 1s 
work out the proper balance of interest between the merchant mar 
i ) icl vhicl Sa prope! Lnited States national interest, and tl] 
n of o f lizer plants and our coal producers and so fort! 


\\ are stuayving the ways in which we m cht meet the proble m 


ry or bids f o.b point of embarkation or the speci 


wae of the | nited States merchant marine clash under certain 
ecircumstane s 
Senator Kircore. I am glad to hear vou a oing that, becaus 
as you are well aware g ernor. we Du lt a lot of ammonia plants 
this count {i the purpose ol producing ammunitio1 but they 
ee ' ] } } 
met ely mvertible into nitrogenous fertilizer and the supe 
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are having to lav off personnel. The whole thing or analvsis seems 
to resolve itself into that one question of the bids delivered et the point 
of use 
FERTILIZER PRACTICES IN FAR EAST 
There is another factor that interests we, toc Ir the Far East 


the use of human fecal ma for fertilizer has gore on for 2 long 
time, and it looks to me as though some of those Fer Es Stern countries 
are selling fertilizer that they could well use them selves and produce 
a much bet food for the 
in this count Is that not a 

Mr Yes 
with that, as you know 
of the food which has a 
mercial fertilize 

Senator Ki That was discussed in this committee sore 3 or 4 
vears ago by reason of the fact that we could not trust the foods grown 
in Korea or in Japan or China by reason of the use of human refuse 
for fertilizer. But apparently Japan is selling commercie] fertilizer on 
a pretty big scale when it would be much better for the health of their 
people if they used it in Japan ard discarded this very unsenitary 
method thev have | em ol: gF ynto it 

For instance, in 1951, nitrogenous fertilizer we furnished of the 
world total 34 percent, of superphosphate 46.8 In 1952. we onlv 
furnished 19 t] In 1953, we went 
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6.4 percent on nitrogenous product, and the first 3 months of 
; year we have not sold any nitrogen or superphosphates at all 
this program 


oal AMMONIA PLANT DETERIORATION 


| hate to see those plants get shut down because when you shut 
yn an ammonia plant and hold it in standby, at the most it will 
last 10 vears. In other words, you cannot hold that type of 
cass ant in standby. You have to keep it active. If you keep it active, 
Ee, t will last for 30, 35, or 40 vears. But in standby, it deteriorates 
rifically. 
[he one interest I have is to keep those plants alive in the present 
tical condition of world affairs. Of course, the other one is to some 
straighten out this disparity of freight rates. 
ler certs Kor instance, I ran into one bid where a Japanese company bid 
siderably more than the American bids were but due to a low 
© ' freight rate in their own bottoms, the grand total of the delivered 
nlaz oo oduct was less because of the use of foreign bottoms. 
a ~ Mr. Strassen. It would be very helpful if the United States business- 
an” nite men who are interested in the fertilizer plants would speak to the 
United States businessmen interested in merchant marine and point 
to them that this is not a matter of saving or losing merchant- 
arine business, but it is a matter of either the fertilizer not moving 
because it is not comparative to the delivered cost of United States 
bottoms or moving in foreign bottoms. In other words, if some devel- 
pe th: opment of understanding between the two groups of American busi- 
at thar nessmen could occur, it will help us to work out the administrative 
lvsis see problem. 
} Wha shave Senator Kircore. The point I am getting at there, is this. For 
nstance, | happen to know 1 plant that cost us about $30 million 
to build. If that plant shuts down in 10 years’ time, we have lost 
bout $3 million a year over a 10-year period. Whereas, if it is 
Fer East one alive, you save that, and we could afford to spend a little more 
r 2 long to ae that plant going and preserve it. It is not being operated 
mtries by the Government. It is bei ‘ing operated by a lessor. That is my 
produce nierest in this, and that is why I wanted to get this in the sr ge 
lar eredit [ am glad to hear you are making a study of that, because I think i 
is very important to both the c ‘oal situation and the nitrogen situation, 
ect Mr. Stassen. That is right. Coal and nitrogen fertilizer. We will 
h qualities work out a program on both of them. 
not con Senator Kitcorr. Thank you very much. Mr. Chairman, that is 
all. 
ome 3 or 4 Senator Dirksen. Governor, before you continue, let me say that I 
ods grow! thought it might be well if we could cover your activities in Europe and 
an refusé the Far East, and elsewhere in so far as possible today, and then if as 
tilizer o1 a result of any eventualities of the conference in Europe there may be 
th of their some additional questions, those we could take care of at some later 
insenitary date. 


UNOBLIGATED AND UNEXPENDED BALANCES 


we onlv There are several things I wanted to get out of the way this morning. 
we. went The first one would be this very important question of unobligated 
ont dem and unexpended Halances. There has been a good deal of question 
about it, both in the Senate and the House, as you know, and in the 
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Senate Foreign Relations Committee. I think the record ought to 
make abundantly clear what the exact picture is and why it is neces- 
sary to carry what seems an unduly large unobligated and unexpended 
balance. 

Having gone through the hearings before, I am fairly familiar with 
the lead time that is involved, and the necessity for assurances to 
other countries and the length of time it takes to articulate this pro- 
gram. So with that in mind, I think that is the matter that ought to 
be discussed now. 

Mr. Strassen. Thank you, Mr. Chairman. I shall go right into 
that matter. As you state, it is one of the most important and at the 
same time one of the most complex that is involved in this worldwide 
program. The unexpended balances, as they are referred to, is the 
past appropriation authority that has not yet been used by the dis- 
bursement of money from the Treasury is large. The unobligated 
balances are large. , 

AMOUNTS INVOLVED 


The worldwide total on June 30 under the best estimates since all 
the worldwide figures are not in, but very close estimates, are on the 
military side $7,734 million of nonexpended and $2,245 million 
included within that of unobligated. No, $2,539 million of unob- 
ligated. 

On all other programs, including the Indochina War, and the sec- 
tion 550, and Korea, and so forth, unexpended $2,245 million, and the 
unobligated $43 million. So the combined total is $9,979 million of 
unexpended and $2,582 million of unobligated. 

Senator ROBERTSON. I made a statement last week of approxi- 
mately $10 billion and I wanted to check it. 

Mr Strassen. You were very close, Senator. It is a little less 
than last year unexpended, and it is very substantial. The reason 
for that under our operations is this: The executive branch, and 
particularly the Department of Defense which is involved in these 
large amounts, does not make a firm commitment or establish a firm 
program with a foreign country until the Congress through its appro 
priations action has set up the funds for it. 

Take any specific case. Pakistan, for example, or Japan, or Spain 
The Department of Defense does not sit down with that government 
and work out a prospect of a certain number of armored divisions or 
a certain number of jet squadrons until the obligational authority 
resulting from appropriations action has been voted by the Congress 
That is the firm basis from which they act. 

After the Congress has passed upon one of these programs, first 
through authorization, and then through appropriation, such as u 
the instance of Spain, we then proceed to work out with that country 
the specific program commitment. 


DEVELOPMENT OF PROGRAM 


First of all, from the time that Congress acts, it sometimes takes 
almost a year, sometimes under complications 2 years, before the 
implementation of the United States objective is agreed upon. For 
example, in Pakistan, we would say there is to be certain artillery in 
the mountains and certain tank units and certain jet squadrons, or 
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in the case of Spain, there is to be certain antiaircraft and certain 
jet squadrons, you immediately from the time of the appropriations 
act, you sometimes have as much as a year go by before a firm pro- 
ram is established. When a firm program is established, the coun- 

v, for example Spain, begins to train their artillery units to receive 
this artillery and send some of their officers to the United States to 
be trained and prepare the activation of the units. 

Not until those units are in sight and not until we know they are 
coing to be ready, not only to receive the equipment, but to main- 
tain it and properly fight it, if they have to, do we order the equip- 
ment from a manufacturer or a producer, or do we start the rehabil- 
tation of that equipment eth! United States units. 

Therefore, from the time of the appropriation until the time of 
making an obligation under the technical sense of the GAO rule of 
. contract with a manufacturer, on the one hand, or the identification 
of the object for shipment within 60 days, on the other hand, there 
may well be an 18-month to 2-year lag. 

During that entire period the money originally appropriated stands 
on the books as unobligated money, even though it is lined up to go 
to pay for armament for Spain or the armament for Pakistan or for 
some other country in the world, 

Then when the units are shaped up and we order the equipment 
for example, if we finally reach the point where we are going to have 
three jet squadrons in a certain country and they are going to be 
F-86’s—then at that point a contract might be made with the North 
American Co. to produce that many more F-86’s than they have 
previously been produci ing. 

At that point it becomes an obligation. Then it will perhaps be 
another year 18 months before the money is actually paid out as 
those airplanes are delivered. 

So by actual record over the years, it frequently is 2 years from the 
time you appropriate before a legal obligation goes on the books and 
4 years before the money is actually paid out. 

Senator Dirksen. Governor, let me ask you a specific question at 
this point, and I hope General Stewart will cut in if he can clarify it 

Let us assume that you get a commitment from a certain country, 

an e@ xample, that they are willing to put three extra divisions in the 
fick |. That would require first of all recruiting the manpower, the 
training program, the equipment, and everything that goes with it 
| wonder if you could sketch now in sequence ‘about the varied steps, 
the estimated length of time that would require, and in what incre- 
ments the money would have to be first obligated and subsequently 
expended to illustrate what you mean by this carryover. 


DEPARTMENTAL PROCEDURE 


Mr. Strassen. That is a very good specific question, Senator 
I can put it up this way. Suppose they are armored divisions. Suppose 
a decision was made that around the Dardanelles and in that flat 
country with this new arrangement with Yugoslavia and Greece 
that it would be in the United States interest to put in some armament 
around the Dardanelles in the hands of effective fighting men of 


Turkey. 
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The planning for those three armored divisions in a firm way would 
not go forward until appropriations had been passed by the Congress 
to pay for the future tanks and artillery to go with those divisions. 

Let us suppose that in this program there is $200 million for Turke ry 
this year. When Congress finishes its action that word goes out to 
the United States military assistance advisory group in Turkey that 
the obligational authority, the ccnasuiaiioas action has been taken 
that makes it possible to plan for those three divisions. 

They sit down with the Government of Turkey, their chief of staff 
and so forth, and they may find they have to step up their draft call. 
They may find that they have to put in a repair center for tanks. 
They may find that they do not have the kind of mechanics to repair 
these tanks, the ordnance repairmen or the officers who know how to 
handle armored units, so they will perhaps send a few officers over 
to the United States for ornance school and also a few officers over to 
the armored school, and begin the officer training while they 
begin the calling up of additional men. 

Then the program would anticipate that within 15 months they 
will be ready for the first tanks which will be used somewhat fo: 
demonstration and take the advanced units, the noncoms and so 


also 


forth, and get them familiar with it as they begin to develop these 
units. 
At the same time we bave in our policy the modernization of 


United States forces in preference to any of the overseas forces. We 
have a Mark 48 tank which is the very latest that this country is 
producing. Instead of sending Turkey the Mark 48’s, there is a 
United States unit that has Mark 47’s, so we will order some Mark 
48’s from the Department of Defense. Those Mark 48’s, when they 
are produced, will go to the United States unit. The Mark 47’s will 
be taken from the United States unit and go through the rehabilita- 
tion depot, and when they are rehabilitated and when they are 
within 60 days of shipment overseas, then they are then called an 
obligation on the MDAP program. 


LEAD TIME 
That might well be 2 years from the time of the original appro- 
priation. When those tanks start to go over there, then the repair 
depot of Turkey has been set up with its trained units, and the 
armored forces are beginning to form, first a few tanks would arrive, 
and then more tanks would be shipped; and as the tanks are shipped 
these funds are charged to repay the Department of Defense for these 
tanks. 

It may well be 4 vears before all of thi is money that you appropriate 
this year for these additional tank divisions in Turkey will actually 
be paid out of the Treasury, and it may well be 18 months or 2 years 
before you technically obligate the funds. But unless you start now 
you do not have 3 tough tank divisions in 4 years from now around 
the Dardanelles. 

That is a tremendous lead time, even though all of the Armed 
Forces are alert to narrow it, to move forward with the establishment 
of these units. It is mescapable in a program as far reaching and 
significant as this. When you stop to consider that you are bringing 
farm boys, peasant boys in many of these countries, who handled 
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idly any machinery before in their lives, and you are actually 
ting up to the state where they are tough, effective tank combat 
ts and jet squadrons, you can see what a tremendous training job 
United States military MAAG’s do, and with it; unless you bring 

ong the mechanics and repairmen, you do not have an effective 
‘anization, because you have to keep these things operating when 

su once deliver them. \ 

Senator Dirksen. General Stewart, have you something to say on 


lis question? 
Senator ROBERTSON. I would like to make a comment off the record. 
Discussion off the record.) 


CURRENT OFFSHORE PROGRAM 


Senator DworsHak. Will you tell me what the status of this pro- 
cram was during the past year in dollars insofar as the offshore pro- 
curement is concerned? 

Mr. Srassen. He means the $900 million offshore program this 
year. 

General Srewarr. $250 million of that is being held against ammu- 
ition contracts we intend to place. They have not been placed 
because in those particular cases we intend to extend an existing 
ontract. The time has not yet arrived when we have to extend. 
We would merely be piling a backlog. 

Senator Dworsuak. But you do plan to use that $450 million for 
continuance of offshore procurement, particularly as it involves 
unmunition? 

General Srewart. Yes, sir. The exact amount has changed 
during the year. I do not know exactly what is left. But at least 
$250 million is left, which will go into ammunition and some additional 
amount that goes into the aircraft. 

Senator DworsHak. Who gets the ammunition when it is manu- 
factured? 

General Srewart. We program it against several countries in the 
irea in Which it is manufactured. 

Senator DworsHak. They remain in possession of it. 

General Srewart. We deliver it to them. To the extent that is 
easible and good business, we try to deliver to a country ammu- 
nition made in that country, but that is not a straight rule. We 
deliver it to anybody who is on our program. We program it just 
exactly as if it were made in the United States and deliver it to them 
as it becomes available. 


AMOUNT REQUESTED 


Senator Dworsuak. What do you want this $100 million for off- 
shore procurement specifically for this fiscal year? 

General Srewarr. The $100 million that is estimated will be used 
for offshore procurement is a part of the $1.5 billion that we are asking. 
It is not in addition thereto. It simply is our estimate that of the 
material we shall buy with the funds we are requesting, approximate ly 
$100 million would be spent outside of the United States. 

Senator DworsHak. For what? 
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General Srewarr. It would largely be ammunition, sir, some spare 
parts and some aircraft. 

Senator DworsHak. In which countries? 

General Srewartr. About 80 percent would go to Europe and we 
hope that we could place the rest in Japan with a small amount to 
Formosa. 

Senator DworsHak. Could you break down the 80 percent? 

General Srewarr. I could not at this time except in those general 
categories. I can break down what we have had in previous years. 


FUND EXPENDITURE 


Senator DworsHak. I would like to know which countries, for in- 
stance, whether it is Italy or France. 

General Srewart. The way that is handled, Senator Dworshak, we 
advertise for bids if we intend to buy it in a European area. We do 
not determine ahead of time how much will go to each country. We 
have as a guide an estimate by Governor Stassen’s office and the State 
Department as to how much, let us say, of $80 million it would be 
desirable from the economic and political point of view to place in 
each of the several countries. 

However, that is a guide. The final placement is established by 
the prices quoted, the reliabilitv of the manufacturer and the de- 
livery schedule just as it is in the United States. 

Senator Dworsnak. The military aspects are secondary. Con- 
tracts are primarily placed in countries on the basis of economic and 
diplomatic necessity? 

General Srewarr. No, sir. I say we are given guide lines as to 
what would be desirable from the economic and political point of 
view to place in each country. But the final decision is made on the 
basis of the prices quoted by those who bid against our contracts, 
the reliability of the firm concerned, and the ability to deliver accord- 
ing to an acceptable schedule. All those factors are combined in 
the final decision which is made by the Director of Offshore Procure- 
ment, Mr. Tracey Voorhees. We do not start out with a determina- 
tion that a specific country will get a specific amount. 


TOTAL FOR DEVELOPMENT ASSISTANCE 


Senator Rorerrson. Mr. Chairman, I do not want to break into 
the orderly presentation of the Governor’s case, but I would like to 
know, since I could not be here for the full hearing, the total estimated 
amount to be spent in the current year for economic rehabilitation 
in this program. 

Mr. Strassen. You mean the request that is involved now? 

Senator Rogertson. I want the total of what you plan to spend for 
economic rehabilitation. We can get from Dr. FitzGerald and others 
detailed information about when and where, but what is the total you 
plan to spend? 

Mr. Stassen. $224 million for development assistance. 

Senator Ropertson. Does that include the point 4 program? 

Mr. Strassen. No, that does not. The point 4 worldwide is 
$131.5 million. 

Senator Ropertson. So the total for economic and development 
is what? 


0 RRO 2 BB AEE BORE A AA lI AE te 








Mr. S’ 
request fe 
Senato 
in the pe. 
Mr. St 
a tion th 
Senate kK 
into conf 


Senato 
Mr. 3: 
ull. Th 
of $24 m 
Senate 
Mr. 8 
There ws 
senate 
in that ] 
senat 
question 


Gener 
to Gove 
individu: 
dev elop 
is made 
military 
in. We 
program 
agreeme 

You | 
anybody 
approva 
you mig 
proceed 
the fore 
then cor 
have th 
agreeme 

Senat 

Gener! 
would h 
gress, I 
ment ag 

As at 
recomm 
to assis 
appeare 
them. 

I do no 
please— 
from so: 





' 
' 
' 
' 
' 


, 80mMe spare 


ope and we 
amount to 


cent? 
Lose genera] 
V10OUS Vears 


ries, for 


vorshak, w: 
Ca. We 10 
intry. Wi 
id the Sta 
t would 
to plac 


iblished 
nd the de- 


ary. Cor 
momic and 


lines as 

al point of 
ade on the 
' contracts 
ver accord- 
ymbined in 
re Procur: 
determina- 


break into 
uld like Lo 
| estimated 
abilitation 
w? 

» spend fo: 
and others 
e total you 


ram? 
rldwide is 


velopment 


MUTUAL SECURITY APPROPRIATIONS, 1955 97 


\ir. StasseN. The total for economic and development in our 
iest for obligational authority is $355,500,000. 
ao Rose RTSON. Is that the amount thet has been authorized 
. pending Senate bill? 
a r. STASSEN. No: it is close to it. There is a little difference in the 
action thus far of the two Houses, that is, the House bill and the 
Senate Foreign Relations bill, and of course, presumably it will go 


o conference. 


HOUSE ALLOWANCE 


Senator Ropertson. How much did the House bill allow? 

\I[r. STASSEN. The House on these two items authorized them in 
full. The Senate Foreign Relations Committee recommended a cut 
of $24 million on the development assistance, 

Senator Ropertrson. And nothing on the economic rehabilitation? 

\Mir. Strassen. On the technical cooperation, there was no cut. 
There was no cut in either house. 

Senator Rospertson. Excuse me, Mr. Chairman, I was interested 
that phase of it. 

Senator Dirksen. General Stewart, did you want to amplify this 
question of the lead time at this point in the record or not? 


i 


DIFFICULTY IN ADMINISTERING PROGRAM 


General Stewart. I would like to make one comment in addition 
to Governor Stassen’s excellent picture of the situation. As the 
individual who attempts to run this program administratively and 
develop the individual programs, I have this difficulty. A new country 
is made eligible, let us say by action of the President, and from the 
military point of view it is most important that we bring that country 
in. Wecan do some preliminary talking about it but I cannot make a 
program and agree on the de livery of items until there is back of that 
a gre ement money appropriated by the Congress. 

You have two alternatives. Either you, are not going to talk to 
anybody for which you have not already gotten the Congressional 
approval in the form of an appropriation, or you have to go on what 
you might call obligational authority, that is, you are authorized to 
proceed with a conversation, make some kind of agreement about 
the forces to be raised and our contribution toward those forces, and 
then come up here and ask for funds to finance them, or you have to 
have the funds on hand before you start, and before you make an 
agreement of any kind. 

Senator Rosertson. Which is the best plan? 

General Stewart. Either one is satisfactory to us. In fact, we 
would have less difficulty under the authorization plan, but the Con- 
gress, 1 do not think would care to authorize us to make a commit- 
ment against a future Congress. That is just my opinion. 

As a typical case, I have heard a list of units that are in the forces 
recommended by the Joint Chiefs of Staff for the United States to 
to assist in fiscal 1955, over and above any forces that have ever 
appeared in those force bases before. There are not a great many of 
them. These are brand new forces that several countries will raise. 
| do not haye a single nickel—if you will excuse the personal there, 
please—to program equipment for those forces without taking it aw ay 
from some other force we have programed against. If we are to pro- 
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ceed with the development of the programs for these force 
need some kind of authority to do that, 
or we have to have the money. 

That is the only thing I would like to add to the Governor's pr 
tation. It is a situation that causes us no end of embarrassment 0; 
these unobligated funds, but that is what we are up against on th 
level where I work. 


s, eithe) 
and later ask for the money 


POTAL UNEXPENDED BALANCE 


Senator Dirksen. Governor, on the basis of the figures that wer 
submitted to the Senate Foreign Relations Committee, it would app 


as of June 30, 1954, that there would be an unexpe nded balanc: of | 
$9,749,500,000. That is obligated, committed, but unexpended 
Mr. Srassen. The unexpended balance is committed to all 


armament programs principally throughout these countries, or it is 
committed for such a thing as the powerplants of South Korea, but 
not yet expended, the engineering firms proceeding to build up th 
powerplants in South Korea. Or it is committed for these various 
agricultural products that are now being purchased by these overseas 
countries but not yet expended, or in these various ways in which yo 
have the commitments to the countries but the expenditure will go 01 


over a period of 3 or 4 years. 
Senator Dirksen. You have an unobligated balance of $6,604.- 
300,000 estimated as of June 30, 1954. In other words, that is mone, 


that has not been committed. It has not been expended and it is 


money that is usable for any purpose within the authority that is 
granted? 
Mr. Strassen. No, I think you have a different figure there, Senato: 


We have what is called an unobligated balance of $2,582 million. 

Senator Dirksen. That is correct. 

Mr. Stassen. This is the money that is firmly programed behin 
future armaments principally to various countries, but it is not y 
represented by a contract with a company to manufacture the items 

The other part is that under the GAO ruling, if it is to come out of 
United States stocks, it has to be identified and ready for shipment 
within 60 days to a country. So that is where you get into what | 
really cal] a technically nonobligated money but an actually com- 
mitted money. 

It is in relating these terms to normal domestic considerations whet 
you get into the difficulty of understanding. 
Senator Dirksen. Within a broad frame could you give the con 
mittee some information as to how you intend to commit that $2,582 

million which is at variance with the figure, slightly, submitted 
the Senate Foreign Relations Committee? I think we ought to have 
at least a broad picture, not too finely broken down. 


ANTICIPATED PROCUREMENT 


Mr. Strassen. | think at this point we might put into this record 
the table broken down by airplane parts. Do you have that, General? 
General Stewart. Yes. 
Senator Tore. Mr. Chairman, might we get an explanation of it 
so Bl we have it in our general idea here, because otherwise the 
record will not be available until it is printed. 





Sr. 


Mi 


will show 


Shy this ter 


senator 
Mr. ST. 
made, bu 
se it has 
Senator 
Mr. St 
we are £ 
aising th 
the tanks 
heen orde 
he point 


2 and 3 Y 


This is 
Army 
equipme! 
Specifi 
G998 444 
sweepers 
some for 
in that n 
You fi 
ment, th 
utillery, 
nd so 0 
2\, billio 
So it 
chnica 
In th 
that is I 
around - 
this pro 
Senat 
the dise 
House 
there is 
commit 
Senat 


Mr. § 
Senatol 
ment o 

Sena 

Mr. | 

Sena 

Mr. 
total is 

Sena 








MUTUAL SECURITY APPROPRIATIONS, 1955 99 


pes, eit he \fr. Strassen. Yes. The table that will be placed in the record 

r the money will show what are the equipment and supplies that are represented 
this technically unobligated money. 

nor’s presep. senator McCaRRAN. That is to be procured, 

rrassment on | \ir. Srassen. That is right. In which the contract has not been 

ainst on t| e, but the agreement as to which country is to receive it and 


has been made. 
| Senator McCarran. That is in contemplation. 
\fr. Strassen. That is right. For instance, we will say the tanks 


es that wo we going to send to Spain, Spain expects the tanks, they are 
vould apy -aising the forces and training them to be ready for the ts anks, but 
l balance 0 the tanks have not yet been obligated in the sense that they have not 
pended heen ordered from some producer to be built, because you are not at 
to all th ‘he point where you need to do that. It is a matter of over the next 
ries, or 2 and 3 years getting those tanks over there. 

Korea, 

uild up NONOBLIGATED FUNDS 

nese Varir 


ese OVersea [his is the way it divides down. You will find on this table a total 


a which vo for Army, Navy and Air Force, and then a breakdown of the types of 
re will go equipment 

Specifically, under vessels for the Navy, in the overall total you have 
of $6.604 $228,444,826. They have all the details as to what kind of mine 
at is mor sweepe rs or other types of craft that are programed, committed to 
d and it is some foreign country, but not yet contracted for, that are involved 
rity that is that money. — ; . 

You find in this also the details on the electronics and signal equip- 
re. Senat: ment, the ordnance equipment, the tanks and the small arms, the 


tillery, the engineering equipment, the Quartermaster equipment, 
dso on down the line, unit by unit, as to what is represented by this 
ned behi 25 billion. 

So it is not loose money. It is not uncommitted money. It is 
hnically nonobligated money. 

ame out In the line of Senator Robertson’s earlier question the one thing 
r shipment that is most important for maintaining the speed of this rearmament 
nto what | around the world is tha the carryover funds be maintained to back up 


nillion 


is not y 
he items 


nelly eo) this procurement and follow-through. 
’ Senator Dirksen. The point about this, Governor, is this: In all 
tone wih the discussions we have had in the committee, and also between the 
House and Senate, this term ‘“‘unobligated balance” comes up, and 
2 the cor there is still a disposition to believe that it is completely free and un- 
hat $2.58 ommitted money that you could spend under any circumstances. 


bmitted Senator McCarran. It is uncommitted except conjecturally. 


ht to hav 
AGREEMENT WITH SPAIN 


Mr. Strassen. For instance, under the agreement with Spain, 
Senator, as you know, they are expecting a certain amount of arma- 


hie ‘retos nent over the next 3 years. That is a commitment to them. 
General Senator McCarran. That is right. 

Mr. Srassen. But it shows in these totals as unob ligated. 
ation of it Senator Cuavez. What does this sum have to do with $2 billion? 
wise th: Mr. Strassen. That is an example of one country, and the world 


total is $2.6 billion. 
Senator Youna. All in the same category? 
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Mr. Strassen. Yes. 

Senator McCarran. What impresses me, if I may interrupt, is the 
lag or the length of time that is set out by the Government, that js 
the length of time between the appropriation and the delivery. 

Mr. Strassen. It is a long time. 

Senator McCarran. It does seem to me to be too long if we an 
really looking forward to a dangerous situation. 


PRIME OBJECTIVE OF OFFSHORE PROCUREMENT PROGRAM 


Mr. Strassen. Of course, in line with Senator Robertson’s earlier | 


question, it is our present policy that we face many years of extrem, 
danger, and that we do not contempl: ite that you can put your fing: 
down as a certain year as the point of maximum danger, and Ssiaaible 
beginning of aggression by the Soviet. Therefore, you try to arm 
and carry forward your armament at a pace you can maintain, if you 
have to, for 10 or 20 years. That relates to this offshore procurement 
question that Senator Dworshak very wisely raised. The prime 
objective in offshore procurement is to get these other countries in 
shape so that they can maintain strong armed forces without a con- 
tinual aporensinsion of United States dollars in large amounts. 

In order to do that, we try to establish in these countries a produc- 
tion source of the kinds of ammunition that they need for the kind 
of guns we ship to them. In most of these instances we are estab- 
lishing in these countries ammunition capac ity of a type they never 
had before. In other words, they did not have the kind of guns 
that we have shipped. We establish a source of ammunition so that 
instead of our giving them their future ammunition, because of the 
impossibility of their paying us with their balance of payments 
problems, we put in some orders now to establish the factories. 

As you see, we are tapering it down rapidly with just $100 million 


this year, and they are beginning to put the orders with their own 
money to keep those factories going. 


NEED FOR MAINTAINING STRENGTH OF FREE NATIONS 


Senator McCarran. Governor, does that mean we are militariz- 
ing the world and furnishing the ammunition? Is that really the 
broad meaning of what you have said? 

Mr. Strassen. No. What it does mean is that we have concluded 
that there is no safety for the free nations of the world with the Soviet 
threat that exists unless the free world is strong militarily, and is in 
close association one with the other. 

Senator McCarran. What I am thinking about is whether or not 
they have the will to become strong militarily within themselves. 
I may say my thought runs to France, which to my mind does not 
have the will to even defend herself at the present time. I am 
wondering if we are building that will and are we succeeding in that 
and are we militarizing France and furnishing everything for her with- 
out the will on the part of France to di fend herself? 

Mr. Srassen. Of course, the best authority on that that we have 
you had before your committee the other day in General Gruenther. 
He is the man that will have to fight with those French forces if the 
Soviet begins an offensive. You will recall that he gave a rather 
strong opinion that France would fight. 

Senator McCarran. I am sorry. I did not hear him. 
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FRENCH POSITION 


‘Mr. SrassEN. I would say this from a mature observation, that 

clearly there is a much greater will to fight in France today than there 

in 1947 when we began this program. Then France was in a very 
weak and difficult position. 

| might also say that it so happened that in the course of certain 
negotiations, I have been conducting in France, on their tightening 
ip on East-West trade controls, I happened to be in France last week 
on Bastille Day, and I was in by invitation of the President of France 
heir reviewing stand for the march of their forces down from the 
{re d’Triomphe. I would say that as I saw those cadets come down 
the avenue, they were a fine looking group of young men. That, of 
course, as you know, is their military academy and will have a lot to 
do with the future officer corps of France. I think if you look over 
those young men drawn from throughout France, if you think of 
France as being much more than Paris, there is grounds for reasonable 
expectation that if the Soviet begins a third world war, France would 
be an important ally. 

[ do not minimize the problems that exist there politically, and the 
difficulties of the EDC ratification and the German contribution. 
There are many difficult situations in that whole situation. But I 
would say that there has been progress, and that when you consider 
the alternatives, it is wise to build up a French force, and to build the 
production base under which France can maintain that force. 

Senator Dirksen. Governor, in connection with Senator. McCar- 
ran’s question, I wonder if we cannot get on the beam now on the 
Kuropean program? You were going to testify on infrastructure. 


IMPACT OF PROGRAM ON MOROCCO AND INDOCHINA 


Senator Cuavez. Mr. Chairman, I would like to ask a question. 
The Governor has been philosophizing here for a couple of days, and 
it has been very nice, and I enjoyed it. But when we talk about a free 
world and when we talk anticommunism, what is to be expected from 
France and the Moroccans, Indochina, and the natives who are look- 
ing for a handful of rice, what is expected from this program in that 
respect? 

Mr. Srassen. It is expected as the Secretary of State said in his 
- ech on the west coast—in Los Angeles—that there must be progress 
for the peoples who live in these territories, that is, an improving 
standard of living, developing self-government and a rounded progress 
for these people, “and unless there is such progress, you cannot antici- 
pate stability and non-Communist strength in those areas of the 
world. 

Senator Cuavez. I am glad that position has been taken because 
I cannot brag—I am a beneficiary of the best that is in America—but 
[ cannot get enthused about doing something for free France when I 
know the Moroccans are starving. I just cannot get enthused. 

Mr. Srassen. As I indicated, we recognize that there must be 
progress for the peoples who are in these territorise as well as strength 
for the central governments. 

Mr. Chairman, you indicated we could well go specifically to 
Europe and the program that is before you. 

Senator Dirksen. You say you were going to testify on infra- 
structure. 
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DISCUSSION ON INFRASTRUCTURE 


Mr. Stassen. I think we have a specialist on it that can go into jt 
deeply if you wish, but I can give you the amounts that are involved. 
and what the program is. 

Senator Dirxsxn. I think, Governor, we ought to be clear about the 


meaning of the term. It is such a baffling word. It really means the | 


structure under the potential military operation in Europe and would 
include telecommunications, fuel distribution, airbases, naval bases. 
and everything else that is in the nature of underpinning for a military 
effort? 

Mr. Strassen. Yes. You have correctly described that strange new 
term in the dictionary, Mr. Chairman. It is the military facilities 
that underly the NATO structure. Mr. Roger Ernst is here, who is the 
specialist on this, and is available to answer the questions of the 
committee. 

The amount that is in this bill for 1955 is $122,700,000. This 
represents approximately 42 percent of the total cost. Each of the 
NATO nations puts in some amount calculated to represent in some 
degree their total economic strength in the overall total. 

Mr. Ernst, perhaps you could make a statement to the committee 
of the division of this between airfields and communications and the 
various things that are included. 


DEPARTMENT OF DEFENSE 


STATEMENT OF ROGER ERNST, ASSISTANT FOR PLANS AND 
COORDINATION, EUROPEAN DIVISION, OFFICE OF FOREIGN 
MILITARY ASSISTANCE, OFFICE OF THE SECRETARY OF DE- 
FENSE, DEPARTMENT OF DEFENSE 


UNITED STATES PARTICIPATION IN PROGRAM 


Mr. Ernsr. Yes, sir. Mr. Chairman, I have a statement which | 
will circulate, together with a set of charts in which is displayed a 
considerable amount of detail as to the content of this program, the 
manner in which it is created, conceived, controlled, the system under 
which the expenditures are made, and the manner in which the United 
States has participated in the financing of these common construction 
costs. 

Senator McCarran. Are you going to take it up country by 
country? 

Mr. Ernst. That is right. 

Senator Dirksen. Mr. Ernst, by way of preliminary, infrastructure 
is the underpinning that we supply for the NATO armed forces which 
embraces 14 countries? 

Mr. Ernst. Yes, sir, infrastructure consists of the military facilities 
which are required for the effective combat operation of the forces 
under the command of General Gruenther and Admira] Wright. It 
does not include all military installations, but only those that are of 
first priority for combat effectiveness. 

Senator Dirksen. By what agreements are we percentagewise com- 
mitted to a certain share of the cost of infrastructure? 

Mr. Ernst. A series of agreements have been reached in the North 
Atlantic Council commencing with the Ottawa agreement of September 
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1951 which was the first occasion on which the United States partici- 
pated in this pe There had been a previous annual program 
developed by the Western Union Powers in which we did not participate. 
We participated in the Ottawa program, known as the second slice 
or annual program, and in the third and fourth, and in the fifth annual 
program, which was agreed last December 1953 in Paris. 

Prospectively we will agree to the sixth and seventh slices or annual 
,rograms when they are presented in the North Atlantic Council for 
adoption in December of this year, and in December of 1955. 

Senator DrrxsEeNn. For 1954, what is the United States share and 
what will it be for 1955? 

Vir. Ernst. Sir, the United States share as contained in the 
applicable NATO agreement will result in actual estimated obliga- 
tions in fiscal year 1955 of $115 million, plus an additional amount 
vhich we would hope might reach up to perhaps $50 or $60 million, 
due to measures which we are now taking to expedite the construction 
of these facilities. 

As the committee no doubt knows, the cycle through which con- 
struction programs go is slow to get started. The first year you 
isually cannot spend more than 10 or 15 percent of your money. 
You have engineering, land acquisition, and other time consuming 
processes to accomplish. This program is moving forward now. 
The countries understand the program. The military requirements 
have been refined. ‘The line drawings have been worked out. The 
engineering is moving forward. Under our stimulation and prodding, 
we can look forward to an increase in the rate of activity. The 
$115 million figure for obligations as shown in the tables I have cir- 
culated, that figure is based on estimates of the rate of obligation 
some few months ago—3 or 4 months ago—when we prepared these 
estimates. 

Since that time there has been an improvement in the situation. So 
we would hope that the figures which we have shown for unobligated 
balances at the end of fiscal 1954 and more especially at the end of 
fiscal 1955, would be materially reduced through the measures we are 
taking. 

COST TO UNITED STATES 

Senator Dirksen. Including 1955 what will have been our share of 
the total expenditure for this function? 

Mr. Ernst. Including 1955, our share will be just under $600 
million. 

Senator Dirksen. Our percentage of the total will be what? 

Mr. Ernst. Our percentage, sir, will be as indicated in the tables, 
net of taxes—and I would add a footnote that as a result of the 
proscription in section 521 of the Mutual Security Act, we have 
negotiated bilateral agreements under which we are relieved of paying 
all identifiable taxes in this program-—our percentage share as indicated 
in the tables of the total will be 37.9 percent. 

Senator Dirksen. This is unclassified material and there is no 
reason why some of it cannot be inserted in the record to make the 
point entirely clear. 

Mr. Ernst. That is correct. I have a copy of this material to which 
I have made necessary corrections for purposes of security, and [ will 
be happy to hand them to the reporter. 

(The information referred to follows: ) 
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106 MUTUAL SECURITY APPROPRIATIONS, 1955 


Status or NATO AIRFIBLDS 


SLICES I THROUGH V PROVIDE FACILITIES FOR NATO AIR FORCES EXPECTED 1 


> RE 
IN BEING BY END 1955 
Over 121 airfields programed 
121 usable in emergency in December 1953 
Additional fields will be available for emergency use by December 1954 
All completed for beneficial occupancy by summer 1956 
These airbases are for use by NATO tactical and maritime air forces 
Status of jet fuel distribution system, pipelines, and storage tanks 
Est ted Cost 
. ai Estimatec 08 
Facility Contract $ to completion millior 
} be let by 
‘ date dollar 
30 percent of the pipeline; 50 percent of the storage June 30,1954 | June 30, 1955 
50 percent of the pipeline; 25 percent of the storage. June 30,1955 | June 30, 1956 
20 percent of the pipeline; 25 percent of the storage June 30,1956 | June 30, 1957 


Note,—lIn total: 4,600 miles of pipeline; 400 million gallons of storage. These facilities provide fo 
distribution of vital pol to forward combat areas 


STATUS OF NATO TELECOMMUNICATIONS PROJECTS INCLUDING LANDLINES, 
MARINE CABLES, RADIO LINKS, NAVIGATIONAL AIDS AND RADAR 


Slice I: All projects completed. 

Slice II; All projects completed by end 1954 except for some underground and 
submarine cables, scheduled for late 1954 and 1955. 

Slice III: Same as II. 

Slice [V: Some projects started, all scheduled for initiation by mid-1954 and 
most will be completed in 1955. 

Slice V: Not yet initiated, completion probable by end of 1956. 


NATO INFRASTRUCTURE EXPENDITURES CONTROL SYSTEM 


1. Subordinate commanders, in consultation with host nations, submit cost 
facility requirements to supreme commanders. 

2. Supreme commanders screen, coordinate, consolidate requirements and su 
mit to standing group. 

3. Standing group reviews programs as to military necessity and forward mili 
tarily approved programs to the North Atlantic Council. 

4. North Atlantic Council screens programs to insure the most economic use 
funds available, including a review of cost estimates, as well as technical factors 

5. North Atlantic Council agrees to execution annual program, within limits 
financial resources agreed by nations. 

6. Nations may not commit funds until authorized by NATO on basis detailed 
engineered project costs submitted by nations. 

7. NATO Council monitors costs to insure expenditures are within ceilings 
established 

8. Physical inspections are made by joint teams representing the military com- 
mander, the user, the international staff, and the host nation. 

9. Nations submit requests for reimbursement against work authorized and 
satisfactorily accomplished to NATO standards; payments made in accord fi- 
nancial agreements 

10. Infrastructure accounts are audited by board of auditors. 


Status of financing 


In millio {d 
United Sta 
f ar rogr Ss I 4 . 
r + 
4 ‘es | gh V $1, ted 
Futu slices Via II 4K «i 
(Ta 2, 000 7 


Fist al year 
} iscal year 
Fiscal year 


Tots 
Fist al year 


Tot. 


Fiscal yeal 
Fiscal yea 
I iscal yea! 


Tot 
ki cal yea 


To 


Fiscal yea 
Fiscal yea 
Fiscal yea 


To 

Fiscal yes 
Te 

$39 milli 

+ $47 milli 


Unobli 
are conse 


slice I 
Slice I 
Slice ITI. 
Stice IV 
Slice V 

ce VI-V 


Tots 


Cuamulatir 


NOTE.— 
nationa to 
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year 1952. 
year 1953 
al vear 1954 


Potal 
vear 1955 


Total through fiscal year 


al vear 1952 
cal vear 1953 
al year 1954 


Total 
vear 1955 


Total 


al year 1952 
al vear 1953 
al year 1954 


Total 
cal year 1955 
Total through fiscal year 
$39 million unobligated balance 
* $47 million unobligated balance 


Unobligated balances may be materially reduced since: 
Measures are underway to increase rate of contracting. 


conservative, 


Estimated time phased United States obligations by slice 


otal 
ae June 30, 
obliga 1952 
tions 
I 
Il 143 106 
U1 197 63 | 
IV 161 | | 
V 100 
eVI-VIl 179 
Total 780 | 169 
imulative 780 169 


RITY 


1955 





1955 


{In millions of dollars} 


June 30, 
1953 


19 
120 


140 
30% 


June 30, 


1954 


18 | 
4 | 


/ 


a | 


lil 


2 


| 
=f 
420 | 
' 


United States funding 


United States obligations 


June 30, 
1955 


55 
50 
10 


116 


535 


APPROPRIATIONS, 


1955 





Estimated United States expenditures 


June 30, 
1956 


June 30, 


107 


Millions 
$169 
140 
150 






159 


rr” 
23 
582 


Millions 
$17 
80 

121 


218 
190 


408 


Millions 
$169 
140 
111 


Obligation estimates 


June 30, 


1957 || 1968 
16 | 

65 43 

81 43 

737 | 780 


ITE Obligations are incurred when the NATO Infrastructure Payments Committee authorizes host 


tiona to enter into contracts for specified projects 
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United States expenditures by slices Department of Defense estimates 


[In millions of dollars] 


| 
Total June 30, | June 30, | June 30, | June 30, | June 30, | June 30, | Jun 
1952 1953 1954 1955 1956 =| = 1957 1958 
Slice IT. 143 17 10 41 25 x”) 
Slice III 197 39 58 63 2h 12 
Slice IV... 161 l 22 5A 5S, 28 
Slice V.... 100 38 53 20 
Slice VI 109 ” 45 42 
Slice VIT.. 52 16 19 
Unprogramed 17 4 
Total United 
States share 780 17 80 121 1 195 134 
Cumulative Uvited 
States share 780 17 7 218 40 603 736 
Note,—Expenditures reflect DOD actual disbursements. (Column totals do not add due to round 
Infrastructure hich is an overall term used to identify the military facilities 


needed to permit effective combat operations by the integrated NATO fore 
under the command of the Supreme Allied Commander Kurope, and Supreme 
Allied Commander, Atlantic, has been programed by the North Atlantie Counc 


in annual increments known as “‘slices.”” To date, 5 slices have been approved 
by the Nort) Atlantic Council (including 1 started by the Brussels Treat 
Powers), the cost of which will total approximately $1.6 billion. The infrastruc 
ture facilities are available for use by all NATO forces in accordance with agreed 
operational pla The program includes tactical airfields, fuel distribut 
facilities, naval fleet bases, naval airfields, telecommunications, electronic wart 
systems, war headquarters, and other vital installations The eost of construc 


tion of these facilities is shared among the NATO nations. The United Stat: 
share of the progratr approved by the North Atlancie Council, to date is a} 
proximately $600 million, or 37 percent This amount does not include payment 
of any taxes since the United States has successfully negotiated tax-relief agre« 


United States financing for NATO infrastructure has been provided in th 
following manner 


Millions 

Fiscal year 1952 mutual security S169 
Fiscal year 1953 Department of Defensi 140 
Fiscal year 1954 mutual securit 150 
Total financing available 159 


The effort and expenditure required to raise, train, equip, and maintain militar 
formations must be complemented by the necessary operational facilities without 
wh he assigned operational missions of the NATO forces could not be accom 
plished. The facilities which have been programed by NATO through the fifth 
slice are calculated as those necessary to support the forces estimated to be in 
being by the end of calendar year 1955. 

First slice.— The first slice consisted of the infrastructure program previously 
agreed to by the Western Union Powers in the spring of 1950. This prograsn 
required an expenditure of approximately $88.2 million and was to cover costs of 
airfields, telecommunications, and war headquarters. This program was financed 
by France, United Kingdom, Belgium, Luxembourg, and the Netherlands, with 
the first two nations paying about 45 and 25 percent, respectively 

Second slice— The second slice was adopted by SHAPE in May of 1951 shortl) 
after assumption of responsibility for the defense of Western Europe. The pro 
gram consisted of war headquarters, telecommunications and airfields, and called 
for a total expenditure of approximately $222.6 million he cost of this pro- 
gram was to be borne jointly by Belgium, Canada, France, Luxembourg, Nether- 
lands, United Kingdom, and United States on a cost sharing formula in which 











the United States share was roughly 48 percent This percentage was accepted 
in view of the fact that the United States did not share any of the cost of the 
first slice although its facili:ies were taken over | NATO. Price increases have 
raised the cost of the second slice to $343 milli 

Third slice-—The third slice, or 1952 program, called for an expenditure of 
approximately $426 n on and also provided for airfields, war hea iq larters, and 
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ecommunications. Cost sharing was between the same countries as for the 

nd slice with Denmark, Italy, Norway joining in. The United States share 

his slice was reduced to 42 percent. The present cost of the third slice is 
2510.6 million. 


Fourth slice. The fourth slice called for an expenditure of $416.7 million. It 
ides jet fuel facilities (pipelines and storage tanks), training facilities, radar 

ining installations, radio navigational aids, and naval fleet bases All NATO 
ntries except Iceland participated in the cost sharing for this slice with the 
ed Stat hare remaining about 42 pereent 

Fifth slice The fifth slice ineludes projects in the same categories as the fourth 
and calls for an expenditure of approximately $251.3 million, with all NATO 
tries except Iceland participating and the United States share remaining 
it 42 percent 

latus. At_ the end of 1953, over 120 airfields programed for use by forces 


ler the Supreme Allied Commander Europe were in a sufficiently advanced 
ite of construction to permit use by modern aircraft in emergency, although 
inv of these fields are not now equipped to sustain prolonged air operationa, 
he end of 1954, a large share of the construction at these airfields should be 
tantially completed and other additional airfields will be available for emer- 
ey use. The present availability compares with approximately 15 airfields 
ch were capable of handling jet aircraft in 1951. 
Che fuel distribution system, including pipelines and storage tanks, will provide 
for circulation of jet fuel to forward areas, thus insuring availability of fuel for 
bat operations. The program contemplates the construction of over 4,500 


es of pipeline and about 400 million gallons of storage By June 30, 1954, 
ibout one*third pipeline and almost two-thirds of the storage, valued at almost 
00 million is expected to be under contract This portion of the program ¢ hould 


ompleted, for beneficial use, during calendar year 1955 

The telecommunications program will reinforce existing facilities by the addi- 
on of about 4,000 miles of land lines, 3,700 miles of radio relay circuits, and over 
700 miles of submarine cable These facilities will provide for an immediate 
ffective control of forces assigned to NATO commanders, and are essentiai to 
e exercise of command 

NATO procedures for programing infrastructure are designed to insure that 

y essential projects are authorized and that expenditures are made under 


trict. regulation In the first instance, the supreme commanders forward to the 
ATO Standing Group their minimum requirements The Standing Group 
creens them from a strategie point of view The North Atlantic Council further 


iews the proposed projects to insure that maximum economy is obtained, that 
xisting military and civilian facilities are utilized to the maximum, and that 
truction standards are austere Actual construction is the responsibility of 
he nation in whose territory a project is located but the responsible nation 
ay not let contracts without receiving prior approval of the North Atlantic 


Council Payments Committee on which each nation is represented Countries 

ist submit detailed, engineering cost estimates in order to obtain authorization 
o let contracts. Even after projects have received committee approval, they 
ire subject to inspection by teams representing the military commanders and 
the NATO International Staff, as well as the nations concerned. An audit by 


in International Board of Auditors (on which the United States is represented 
the final step. 


Financial arrangement Prior to April 1953, each annual slice was prepared 
ind financed as a separate program. ‘This procedure entailed lengthy, difficult 
negotiations over the cost sharing and did not provide the military planners with a 
ound basis upon which to develop their programs Consequenth at it 


meeting in April 1953, the North Atlantic Council provided long-term finaneing 
for infrastructure programs in the years 1954-56 in an amount not to exceed $700 
million. The ultimate United State hare is $300 million This amount, in 
iddition to the programs previously approve’, will bring the final total cost of 
NATO infrastructure programs to approximately $2 billion, of which the United 
States contributions will not exceed $780 million, or approximately 37 percent, 
net of taxes (The gross United States contribution is about $855 million, or 42 
percent The first segment of the 3-vear $700 million program was approved by 
the North Atlantie Council at its meeting in December 1953 It amounts to $251 
million of which the United States share is $100 million Approval by the North 
Atlantic Council of overall annual programs represents the first step toward 
»bligation This. however, does not form an obligation since under the term 


the agreement establishing the NATO budget control system approval ) the 
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North Atlantic Council Payments Committee of specific projects represents 
“obligation.’’ 

This procedure is applicable to the fourth and subsequent slices; budgetary 
controls had not been established at the time of the agreements reached on the 
second and third slices and the United States shares of them constituted obliga. 
tions at the time the agreements were reached in NATO. 

The financial status of United States participation in NATO infrastructure 
programs is as follows: 


Millions 
Total NATO programs through 1956 are estimated at $2, 000 
The United States share of these is approximately ; 780 
Annual programs approved, to date, by the North Atlantic Council 
(through 5th slice) total 2 : aS a OOO 
The United States share (through the 5th slice) is : Si Ae 600 
United States obligations through fiscal year 1954 are estimated to total___ 120) 
United States expenditures through fiscal year 1954 are estimated at 218 
United States obligations through fiscal year 1955 are estimated at - 535 
United States expenditures through fiscal year 1955 are estimated at____ 108 


During fiscal year 1955, the North Atlantic Council may be expected to approve 
in broad terms the sixth and seventh slices, bringing the total NATO program: 
to $2 billion. The United States total contribution, as indicated above, is 
approximately $780 million toward which funding is available through fiscal 
year 1954 in the amount of $459 million. To provide authority to complete th 
United States contribution, by entering into agreements on the sixth and seventh 
slices in the North Atlantic Council, program authorization is required in fiscal 
year 1955 in the amount of $321 million, which together with the $459 million 
previously available, will satisfy the $780 million United States share. 

Authorization for appropriations and actual appropriations in fiscal year 1955, 
however, will be necessary only in an amount estimated at $122.7 million which 
represents new obligations in fiscal year 1955 as reflected in present estimated- 
project approvals by the Infrastructure Payments Committee, adjusted to provide 
for increased obligations, and a higher rate of contracting resulting from measures 
now being taken to speed up infrastructure activity. Appropriation of the balance 
of the $321 million would be called for in subsequent fiscal years. The authoriza- 
tion requested is designed to permit realistic future planning of NATO infrastruc- 
ture. It is so worded as to permit United States participation in NATO infra- 
structure through a contribution not to exceed $780 million. It authorizes an 
amount which together with funds previously earmarked and allocated for 
NATO infrastructure will not exceed this total United States contribution. 


DEPARTMENT OF DEFENSE—MvUTUAL Security Proaram 


Tas B.—Unobligated balances as of June 30, 1954, by services 


























Total Army Navy Air Force OsD 
Equipment and supplies | 
Aircraft, spare parts and | | 
aeronautical equipment | 
and supplies ; $655, 659, 633 | $4, 655, 934 $90, 498, 986 | $560, 504, 713 | 
TIE i cnceniciinit 218, 444, 826 | 218, 444, 826 | _ a 
asdahcedetiecacomalis ieiaieatsicianmapicaoelel aad = ‘a 
Combatant 34, 855, 260 ‘ awd i che SI Re. it. bak iaedl 
Minecraft 131, 924, 829 |_...... PRED bodcp ice cnconce 
Miscellaneous _ - 51, 664, 737 Mi eae are ak . 
Vessels equipment 5, 705 Pres feck: 
Minesweeping 1, 646, 534 wick aeeiii 1, 646, 534 
Spare parts 3, 637, 073 = ass -| 3, 637, 073 
Other vessel equip- | 
ment. 7, 393, 088 PR AEB. boo cnaccidccceales 
Electronics and other sig- } | 
nal equipment 147, 300, 000 |_...... iets 


258, 319, 994 


87, 135, 614 


23, 884, 380 


Ordnance equipment and 





supplies _. 1, 100, 982, 528 929, 022, 020 53, 175, 549 118, 784, 959 4 ee 
Tanks and combat | 
vehicles 269, 736, 036 8h Reape postgame cbagigh Bee eahyaeltyind 
Motor transport ve- 
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fan B.—Unobligated balances as of June 30, 1954, by services—Continued 


Con. 
Ordnance equipment and | 


Fquipment and supplies 


ipplies—C ontinued 

Small arms and ma- 
chine guns 

Artillery and fire con- 
trol equipment. 

Small arms and ma- 
chine gun ammuni- 
tion... 
Artillery ammunition 

Bombs, rockets and 
miscellaneous am- 
munition 

Naval guns 

Miscellaneous ord- 
nance _. 


Engineering equipment 
and supplies 
lartermaster equipment 
und supplies and ma- 
hine guns 

ransportation equipment 
and supplies 

Medical equipment 
supplies _ . 
hemical equipment and 
supplies _ 

raining aids _- 
Adjutant General supplies 


and 


Marine Corps equipment 


and supplies _. 
OSP expenses 
Miscellaneous equipment. 
POL for aircraft... . 


Total, equipment and 
supplies_........... 


Military support program 
Other military charges......- 


Preproduction costs - - - 
Repair and rehabilitation 
Reserves... . aie i 


Total, materiel - . _. 
Training... - sddad cdi 
Facilities assistance... 


Mutual special weapons pro- 


gram dee ‘ ts 
InfragtrMetire. ....<c<<ce-e+ 
Special projects... - 


Total obligations as of 
June 30, 1954..........- 


Total 


$5, 395, 860 


100, 920, 371 


43, 353, 652 
449, 974, 427 


93, 817, 
7, 291, 


990 
900 


41, 315, 576 


61, 367, 967 


22, 862, 


901 
920, 356 
1, 912, 008 


1, 730, 583 
3, 186, 604 
614, 601 


7, 863, 903 
644, 222 
96, 681, 564 
400, 000 


2, 444, 268, 395 
23, 980, 000 


6, 547, 683 
—67, 437, 555 
86, 093, 070 





5, 203, 198 | 


Army 


$5, 395, 


74, 335, 





57, 853, 


22, 862. 


920, 
1, 912, 
1, 730, 


3, 186, 
614, 


1, 110, 538, 


45, 651, 690 
11, 925, 000 


27, 825, 000 
39, 000, 000 


2, 924, 000 | 


1 2, 620, 777, 283 


19, 703, 208 |... 


6, 547, 683 


Navy 


860 


412 


3, 652 


59, 880 


$13, 614, 547 
10, 125, 992 
7, 291, 900 


22, 143, 110 


449 3, 514, 518 


901 
356 
008 
583 
604 
601 | 


7, 863, 903 


410, 058, 867 


| 


—67, 437, 555 |___- 
80, 593,080 | 5, 499, 990 
_| 2,493, 451, 593 | 1, 154,221,500 | 415, 558, 857 
9,349,067 | 5,778, 347 
11, 925, 000 |......-..-.. 
| 
——— ee | 
dati | = 
| 1,175, 495, 567 | 421, 337, 204 


1955 


Air Force 


$26, 584, 959 


57, 500, 000 


96, 681, 564 
400, 000 


923, 671, 236 


923, 671, 236 


111 


OosD 


30, 524, 276 |_..._- 


| 954, 195, 512 


| 


$27, 825, 000 
39, 000, 000 
2, 924, 000 


69, 749, 000 


Includes $81.835 million in local currencies to be made available as a result of sale of agriculture surplus 


ommodities under sec. 550. 


EXPENDITURE 


OF 


FUNDS 


_ 


Mr. Strassen. Mr. Chairman, I believe Mr. Ernst has a chart of 
these airfields which might be helpful if you wish it. 
Senator Dirksen. Since we have the money in mind pretty well, 
just highlight in a broad frame the general purposes for which this 


money is expended. 


Mr. Ernst, Yes, sir. The program principally revolves around the 
need to make effective the growing air force which is in being in Europe, 
and in the Atlantic area. This map shows the tactical airfields. 

There are a few backup installations and naval fields. 


50226—54 
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These fields have been developed in four categories: Main fields 
which are utilized full time in peace; redeployment airfields; along 
with the tactical fields, there are alternate strips in order to provid 
flexibility to the allied air commanders; in addition there are 


a fey 
maritime airfields. 


TOTAL AIRFIELDS IN PROGRAM 


Mr. Strassen. How many airfields are you working on altogether 

Mr. Ernst. There are over 120 airfields in this program in total, si 
The tables show the status of these airfields, Mr. Chairman, as of th 
end of December, when there were over 120 airfields available for us; 
in emergency as opposed to approximately 15 which were availab); 
to take modern jet aircraft when General Eisenhower took command 
of the forces in Europe. That represents a remarkable achievement 
in view of the many difficulties that this program has experienced it 
getting coiling. 

Senator Dirksen. You actually expect to achieve that goal of 121 
substantially completed by December of this year? 

Mr. Ernst. Yes, sir; we do hope so. 

Senator DworsHak. Who was your superior officer? Do you work 
under the armed services in the Pentagon, or with FOA separately 

Mr. Ernst. Sir, | work for Mr. H. Struve Hensel, the Assistant 
Secretary of Defense for International Security Affairs. I may say 
we work amicably and hand in hand with Mr. Stassen’s people. 

Senator Dworsnak. I did not know whether you were testifying 
directly for FOA or the armed services. 

Mr. Srassen. It is all the President’s program. 
into the part that goes to defense. 

Senator Cuavez. Part is military and part is economic. 


Mr. Ernsr. I find it difficult to make that distinction in my mind 
sir. 


Then it is divided 


PETROLEUM SUPPLY LINES 


This program of airfields is accompanied by a very vital addition in 
the form of petroleum supply lines. 

(Discussion off the record.) 

These elements: The airfields, fuel pipelines, and storage tanks 
constitute the largest single category of infrastructure. 

Senator Ropertrson. You would say the lines of communication 
across France are the most essential ones? 

Mr. Ernst. Yes, sir, I would say that. 


DEVELOPMENT OF NAVAL AND TRAINING INSTALLATIONS 


In addition, to these programs, we have a program for the develop- 
ment of naval and training installations. It is not very big but it is 
quite vital. 

(Discussion off the record.) 


COMMUNICATIONS SYSTEM 


The final major segment of this program comprises a communica- 
tions system so that General Gruenther, sitting in Paris, can com- 
municate with his commanders in Norway and his commanders in 
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eastern Turkey. He has the means of commanding the forces which 
painfully being created. It comprises cables, wire links, radio 
links, submarine cables, a whole variety of telecommunications. 
Senator Ropertson. I notice the maps are marked secret, but the 
testimony goes on the record. Is that secret or not? 
Mr. Ernst. I had assumed that I would have the opportunity to 
review my testamony for security. Is that not correct, sir? 


STORAGE FACILITIES 


Senator Dirksen. Yes. Two questions, Mr. Ernst. Is there an 
wreement covering the cost of the fuel that will be stored? You will 
have the storage facilities for 400 million gallons, and you will have 
1,500 miles of pipeline when this program is completed. Of course, 
this goes to the cost of the pipeline. I presume the cost of the fuel 
vill be pooled like all other expenses involved in infrastructure? 

Mr. Ernst. I do not believe it will work out that way, sir. The 
plans are still under development—there is a committee meeting in 
Paris now on which the Assistant Chief of Staff for Logisties from 
the United States command in Europe is representing the United 
States—they are developing operational plans for the filling, opera- 
tion, and maintenance and control of the pipeline system, It is my 
inderstanding that it is most probable that each nation will put 
n whatever assets it needs to support its component of General 
Gruenther’s forces, and receive a credit on the POL books which it 
can draw off at any point in the system. That kind of a simplified 
concept might work in peacetime. In wartime it is evident that 
other arrangements would have to be made. 


TELECOMMUNICATIONS SYSTEM 


Senator Dirksen. Now, about your telecommunications system, | 
assume in part this is integrated into the peacetime telecommunica- 
tions over there, and does have peacetime purposes aside from the 
military aspects of it; is that correct? 

Mr. Ernst. Yes, sir; that is correct. 

Senator Dirksen. Is there a fee for that, and if so, how is it charged? 

Mr. Ernst. There is no fee for that, sir. The original plan for the 
development of military telecommunications took into account both 
the existing assets in Europe and in some areas, particularly in the 
vital northeastern area of France, there was a void. Again in Turkey 
and Greece there were very few modern means of communication. 
The plan took into account the existing civilian and military linkage 
It took into account national plans, for example, the development of 
the telecommunications system in France. 

Based on those considerations to develop the minimum austere 
military requirement needed in the event of hostilities, meant auto- 
matically that there would probably be some excess capacity in peace- 
time, and there is. Again, a group is now working in Paris to deter- 
mine the extent of the use of the NATO-financed telecommunications 
by civilian or other than NATO users. 

One part of the agreement at Ottawa provided that the civilian 
economic benefit to accrue from the use of the signal facilities would 
be reflected in reductions in the nations contributions to future pro- 
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grams. That work is going forward. It is a highly complicated 
accounting proposition. 


CONTRIBUTIONS OF OTHER COUNTRIES 


Senator Dirksen. I notice the total NATO program wili run at 
an estimated cost of $2 billion, is that correct? 

Mr. Ernst. Yes, sir. 

Senator Dirksen. Are other countries current with their contri 
butions for this purpose? 

Mr. Ernst. Yes, sir. Under no instance would we contribute our 
share unless everyone else contributed simultaneously. Each bil! 
is made up of parts paid by all of the countries. 

Senator Dirksen. Governor, is there anything you wanted to add 
to this testimony on infrastructure? 

Mr, Srassen. No, I think it has been well covered. As Mr. Ernst 
just said, we are insisting that each of the NATO countries pay its 
share as was worked out in the agreement. 

Senator McCarran. May I ask, is this share actually paid by 
the countries of NATO or is it conjecturally paid? 

Mr. Ernst. It is actually paid. 

Senator McCarran. In other words, we are not the only ones 
that are paying? 

Mr. Ernst. No, sir. 

Mr. Stassen. This is one of the best of the international arrange- 
ments that we have. Of course, as we indicated earlier, having so 
many airfields in such a wide are is an important security factor and 
it makes it almost impossible for the Soviet to contemplate knocking 
them all out by a surprise attack, because we have spread out our 
assets so much. 

When there were only 15 fields to begin with, then you really were 
in a difficult defensive position. 


RED ACTIVITY IN MOROCCO 


Senator DworsHak. Governor, we hear reports in North Africa, 
and particularly Morocco, there is evidence of Red activity to under- 
mine our military planning. Is there any evidence of a lack of 
cooperation in that area in this overall program? - 

Mr. Strassen. Yes. Communist groups in these countries try to 
interfere. I think you can almost make that flat general statement. 
In other words, if you were going to put in an airfield alongside of a 
village, you will find the local Communist leader will try to agitate 
opposition to the construction of a military airfield in that community. 
The Communists have a worldwide line of doing everything they can 
against the NATO and free world military strength. 

Senator Cuavez. And they have this on their side, too, poverty, 
is that not right? 

Mr. Strassen. They use poverty and when they can use it to gain 
control, then usually the poverty becomes more severe instead of less 
severe, and what is beginning to be recognized now is that there is a 
lot of poverty and suffering behind the Iron Curtain. 
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STANDARDS OF AIRFIELD OPERATION 


senator Dirksen. Mr. Ernst, is the SHAPE standard for the 
eration of airfields there up to the standard we maintain? 

\ir. Ernst. No, sir, it is not. 

Senator Dirksen. In the event that something should occur 
hat would require American operation off these fields, would we then 
called upon for additional sums in order to put it in shape and raise 
to standards that our Air Force would msist upon? 
Mr. Ernst. I do not believe the answer to that question would be 
firmative; although I think the Air Force would probably say yes, I 
spect that the Secretary of Defense and the Supreme ( ‘ommander 

Kurope would say no. These standards were developed collec- 
ely by the various countries, principally the United States, Britain 
and France, the major contributors to airpower. They represent 
the minimum operational requirements for combat. Minimum is all 
they are. General Gruenther encourages nations to do more if they 
can. If they have high speed refueling pumps available to them, 
they should put them in. If we have a new type of lighting, we ought 
to put it in to enhance and improve our military capability. But the 
minimum operational characteristics are satisfactory. There is tbe 
basic runway, the taxiway, the various basic elements present in each 
of these airfields. 

Missing significantly, and this is not only true with respect to the 
airfields which the United States uses but with respect to all the 
airfields, are the so-called community facilities, the barracks, messing, 
he chapel, and other types of installations not directly associated 
with combat effectiveness. 

Senator Dirksen. Are there any fields off which we operate that 
have been brought up to a standard above the minimums? 

Mr. Ernsr. Yes, sir; there are. The airfields which the United 
States Air Force presently occupies or will occupy are agumented to 
the United States Air Force standard. We are operating approxi- 
mately 3,000 miles away from our home source of resupply and repair, 
whereas the French Air Force is operating within its home area, and 
therefore they do not need the technical shops and repair installations. 
They do not need the community facilities. We have been required 
as have the Canadians, for that matter, to put in a variety of additional 
installations. 

Senator Dirksen. But those funds, however, 
in the estimates that are before us. 

Mr. Ernst. That is correct. 

Senator Dirksen. Those would come out of Air Force funds. 

Mr. Ernst. That is correct. 

Senator Dirksen. I do not know that we need to bother ourselves 
with it for the moment, except that it would be an item of information 
as to what additional funds we must expend to bring them up to our 
standards. 

Mr. Ernst. My understanding of that question is that an addition 
of approximately 8 to 10 or 12 million dollars is required to add the 
barracks, messing, and additional technical shops and warehousing 
that the United States Air Force needs. 
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Senator Tuyr. Mr. Chairman, might I ask this question at this 
point? Then how do you serve the troops that are stationed there 
now if that is your need. Are you just operating with a skeleton force 
so that you are not in need of these facilities? 


FINANCING BY NATO AND AIR FORCE 


Mr. Ernsr. No, sir. On those airfields which are designated in 
advance for United States Air Force occupancy in peacetime, a dual 
contract is simultaneously executed, one part covering the NATO 
financed portion and another part covering the Air Force financed 
portion. They go forward simultaneously so that, for example, you 
do not have to rip up the pavement to add something that the Air 
Force wants. 

When the field is completed the fields assigned for United States 
use represents the complete package from the United States point 
of view. 

Senator Tuye. I thought from your statement that you were just 
putting down the bare necessities to take care of the handling and 
fueling and taking off a plane, but you did not have the barracks and 
the mess hall and the chapel and these related components to a field. 
I thought you gave us a report omitting everything except the bare 
necessities. 

Mr. Ernst. That is correct: Under the NATO infrastructure 
financing which we are discussing today. 

Senator Ture. Is there someone that comes along with you and 
makes the other installations? 

Mr. Ernst. Yes, sir; the United States Air Force or the Canadian 
Air Force. 

Senator Tayr. So you are giving us the money of the bare installa- 
tions to permit planes to operate, but someone else will have to give 
consideration to the funds that would be needed to construct the 
barracks and mess halls and other related components. 

Mr. Ernst. Yes, sir. I believe those programs are well in hand. 
In most instances to the best of my knowledge those programs are 
either completed or in process. We know the airfields that the United 
States Air Force will use. They are by and large well along in their 
construction now. The Air Force, I believe, has already secured 
the bulk of whatever authority and appropriation it requires. 


DIFFICULTIES IN JOINT RESPONSIBILITY 


Senator Tuyr. Have you found any difficulties in this duplication 
or this so-called joint responsibility? 

Mr. Ernst. Yes, sir; there have been the inevitable difficulties of 
joint responsibility. 

Senator Tyr. Can there not be a way found where there is 1 single 
agency that is responsible because it would certainly simplify that 
rather than having 2 agencies sending administrative staffs to make a 
determination, and 1 agency says this is where the landing strip is go- 
ing, and the other agency says this is where 1 want my barracks and 
mess hall. 

Mr. Ernst. Those questions are behind us now, sir, I say very 
thankfully. We had a difficult period when we were trying to mesh— 
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we did succeed in meshing—NATO planning with United States Air 


‘Force planning. Those problems are now behind us. 
I £ 


Senator Tuy. Have you any that are coming up that are still go- 
ing to be in front of you? 

\r. Ernst. There are 1 or 2 minor aspects to come forward, but 
we do not anticipate any difficulty on them. These people in Europe 
have gotten into the habit of working together. The actual construc- 
tion is a responsibility of the country in which the facility is located. 
So that a single agency is actually in charge of construction in each 
country. 

Senator Toye. You have some that is going to Spain right now? 

Mr. Ernst. No, sir; not under the NATO program. 

Senator Tuye. That is a different program? 

Mr. Ernst. That is right. 


AIRPORT OPERATION 


Senator Dirksen. What about the operational problem? When 
these airports come into being, will each country where the airport 
is located do the operating? Will they take over some of them? 
Or will there be a joint operational command? 

Mr. Ernst. In each instance there will be a joint command. 
Basically the airfields assigned to the use of one nation will be under 
the command of that nation. The control tower and national air 
communications network will be operated by the people in that 
country, operating in accordance with agreed procedures and 
arrangements. 

FIELDS ASSIGNED TO UNITED STATES 


Senator Dirksen. What fields have been assigned to us for opera- 
tion, if any? 

Mr. Ernst. There are a number that have been assigned to us for 
operation. I have the list of them if the committee wishes them. 

Senator Dirksen. Is the list classified? 

Mr. Ernst. Yes, sir, it is. 

Senator Dirksen. Very well. I do not know that there is any 
particular point in listing the fields. General Stewart, have you 
something to offer on this infrastructure item? 

General Stewart. No, sir. 

Senator Dirksen. Governor, do you have anything else to offer 
now? 

Mr. Strassen. No, sir. Do you want us to proceed on the rest of 
Europe? 

WEAPONS DESIGN PROGRAM 


Senator Dirksen. Last year you also testified on the development 
of the program of weapons design. 

Mr. Strassen. Yes. 

Senator Dirksen. Do you want to take that up, too? 

Mr. Srassen. I can cover it briefly and you can go in to it more 
intensively with the officers of the armed services, if you wish. 

This program which this committee and the Congress initiated last 
year has proved to be one of the most significant and successful, 
because under that the 36 different projects of advanced research 
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being carried out by scientists of 7 NATO nations have reached the 
unanimous approval of the United States Armed Forces Policy Com. 
mittee. The total amount of obligations has been relatively smal 
It has been $23 million for the whole program. But this is the kind of 
thing where I feel we are going to get extreme future dividends 
because this is where you bring the scientific research brains of these 
various countries to bear on our future defense problems in the non. 
atomic field. 

A wide range of highly classified research projects are now going on 
It has opened up the avenues for information to our research experts 
as to what these other countries are doing so that there can be a great 
advance in that respect. 

We are asking to carry the program forward in this next fiscal year, 

Senator Dirksen. Where is this work being done mainly? 


Mr. Strassen. It is being done in the research laboratories of NATO 


countries. 

Senator Dirksen. Exclusive of the United States? 

Mr. Strassen. That is right. 

Senator Dirksen. It is entirely overseas? 

Mr. Strassen. That is right. As we all well know, you never know 
when it happens to be a scientist of Belgium or Norway or Denmark, 
who happens to hit the right idea of how you accomplish a difficult 
military problem in either offense or defense. 


PERSONNEL ASSIGNED TO PROJECT 


Senator Dirksen. Generally speaking how many people are assigned 
to this particular project? 

Mr. Strassen. It is conducted under the Assistant Secretary of 
Defense, Mr. Quarles, who is our own secretary of the United States 
Government for research, and he has established a small group of 
United States officers who go over to Europe under a retired general 
who was in research, General Maris. Do you know how many people 
he has working in it? 

General Stewart. I do not know the exact number, sir, but I would 
say it was about six. 

Mr. Strassen. It is a very small group of highly qualified men who 
go over into these laboratories. 

General Stewart. They are backed up in turn, of course, by spe- 
cialists of our own forces who are already in Europe. There was no 
major augmentation of personnel of any kind to support this program. 

Mr. Strassen. There is very little administration and a lot of 
European brains mobilized. 


PROGRAM ONE OF RESEARCH 


Senator Dirksen. The essential thing about this program is that 
first it is definitely a research program. 

Mr. Strassen. That is right. 

Senator Dirksen. And secondly it is in the field of nonatomic 
weapons. 

Mr. Strassen. That is right. 

Senator Dirksen. So the funds that are here, $27 million, are for 
the payment of facilities and the construction of certain facilities, 
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That is right. In some places it might help them 
cet the laboratory equipment to follow through on their idea. In 
nother instance, it might be to build a prototype. Suppose one of 
th m have an unusual idea of the way in which you can send up a 

ded missile to knock out bombers that looks like it might have 
good possibilities. Then the building of the prototype and the 

juiring of the kind of equipment that is needed in handling, and 
. forth. 


Mr. STASSEN. 


PROGRESS OF WORK 


Senator Dirksen. Is this work in high hear? 

\ir. Srassen. I hesistate to say high gear, Senator. It has moved 

ng remarkably in 1 year’s space of time, because you actually have 

specific items of weapons that are approved unanimously by our 
\rmed Forces Policy Committee, and actually moving in these lab- 
oratories. You see, in many instances they found that certain scien- 

ts in these other countries had ideas in a rather early and nebulous 
stage, and this gave them the spark to go forward 

Another thing that is interesting about this is there would be some 
natural tendency for a scientist in a small country with a very signifi- 
cant idea in this field not to be certain whether his own country 
needed anything as far-ranging as this. If we offer definite encourage- 
ment to advance this research we help the total NATO as well as this 
scientist and our own country. It really gives these scientists a for- 
ward boost in their significant defense research. 

Senator Dirksen. What comment can be made upon the results 
of this that have been produced thus far, if you know? 

Mr. Strassen. I think the best comment is that the results thus far 
have enlisted the enthusiastic reaction of our own United States people 
engaged in similar work. The technical and scientific aspects of course 
[ cannot pass upon. Those in the United States who know the work 
are enthusiastically for it. 

Senator DworsHak. Does that include aircraft? 

Mr. Srassen. No, not the aircraft themselves. 

PROGRAM 


REMAINDER OF EUROPEAN 


Senator Dirksen. Governor, what about the balance of your pro- 
cram in Europe? 

Mr. Srassen. The balance of the President’s program in the Euro- 

pean area being presented to you this year, the first comment should 
be made that it is sharply reduced from previous years, and it reflects 
the fact that Europe is in a very large measure on its own feet and 
carrying on a substantial defense program of its own. The total for 
Europe ‘subjec t to some adjustment when the two Houses get through 
with the authorizing legislation, is made up of $743 ‘million for 
MDAP, the military- end items and so forth, and General Stewart 
can give that in more detail but the larger items are the United 
Kingdom, $163 million, Spain $74 million. 

Senator McCarran. That is for the military aid? 

Mr. Srassen. That is for the hardware, so to speak 
items, 


military-end 
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Senator DworsHak. Including aircraft? 

Mr. Srassen. That is right. 

Senator McCarran. It has nothing to do with installations suc} 
as bases? 

Mr. Srassen. That is right. 


PROGRAM IN UNITED KINGDOM 


Senator McCarran. What is the $163 million for United Kingdom? 

Mr. Strassen. That is on page 117, under a blue tab. You will find 
in these presentation books the essential facts on each of these 
countries. 


On page 117, you will see that the Department of Defense has pre- | 


sented to the committee the details of the program in the United 
Kingdom. It is on the right-hand columns that show what is being 
proposed in the 1955 program. 

Senator Tuyz.. That is for the United Kingdom? 

Mr. Strassen. That is the United Kingdom’s part of the European 
program. 

Senator DworsHax. Governor, where do you have specific funds 
for the subsidization of British commercial aircraft development? 

Mr. Strassen. We have none in that respect. Of course, it could be 
contended that the whole aviation industry is interrelated, and when 
you help build military planes, you also help commercial development 
in the United Kingdom or in this country. 

Senator Dworswak. In 1954, you had a sizable sum for that 
program in the United Kingdom, did you not? 

Mr. Srassen. For the military development. 

Senator Dworsnak. You are not prepared to tell us what per- 
centage of that, if any, was utilized for development of commercial 
aircraft? 

Mr. Strassen. None of that was used for commercial aircraft, 
other than, as I state, the clear relationship in any country between 
the development of military and commercial aircraft. 


Senator Dworsnak. Is it 100 percent military program? 
Mr. Strassen. That is right. 


FUNDS DIVERSION BY BRITAIN 


Senator DworsHax. Do you have any evidence that Britain might 
be diverting some of these funds for promoting commercial aircraft? 

Mr. Strassen. No; we have no such evidence. 

Senator Dworsnak. I think, Mr. Chairman, that we have had an 
extensive report prepared by a member of our staff which indicates 
that during the past year approximately $75 million was used for 
that purpose. I understand that there is considerable interest on 
the part of the aircraft interests of this country, and I can say cate- 
gorically that we have no aircraft manufacturers in Idaho, and I 
have no direct personal interest, but I should like to know to what 
extent we are subsidizing the commercial aviation industry in Britain. 

Of course, the development of jet planes will beneficially affect 
military planes over there. But at the same time I think there ought 
to be an effective check made to determine whether the report sub- 
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itted by a member of our staff is essentially correct or incorrect. 
4s a member of this committee, I assume a responsibility for ear- 
arking funds for legitimate, logical programs, and I certainly do 
t think we can justify the allocation of funds to aid the commercial 
aircraft industry in Britain to outdistance competitively our own 
{merican industry. 
Senator Dirksen. Senator Dworshak, let me ask at this point: 
Governor, this represents about 20 percent of your European program. 
Mr. Strassen. That is right. 


HUNTER-HAWKER PLANE DEVELOPMENT 


Senator Dirksen. Last year we had a good deal of testimony on 
so-called Hunter-Hawker planes. 
Mr. Strassen. That is right. 
Senator Dirksen. There has been some information gleaned by 
e staff that they are behind schedule on that program, is that cor- 
rect? 
Mr. Strassen. I think that is correct. In the production they are 
a bit behind, but they are doing very well. In fact, our United States 
\ir Force also got a bit behind on some of their models. This is a 
very difficult new field of engineering and construction, but the 
Hunter-Hawker is flying. They are producing, and they are getting 
out to the units and it is proving to be a very topflight aire raft. 
Likewise, the Frene h Mystere, which is the other plane, is coming 
off the assembly lines, and is proving to be an excellent jet plane. 
Senator McCarran. This is not a commercial plane. 
Mr. Strassen. No, this is a fighter. 
Senator McCarran. The Senator from Idaho was dwelling on the 
commercial aircraft. 


DIVERSION OF FUNDS FOR COMMERCIAL JET AIRCRAFI 


Senator Dworsnak. Is it true that any of our funds under this 
program have been diverted by the British for the specifie develop- 
ment of commercial jet aircraft in direct competition with our own 
industry? 

Mr. Strassen. To the best of my knowledge it is not true. I will 
be glad to have the report of your committee staff analyzed to see 
what the basis of it is. As a matter of fact, one of the planes that we 
are very interested in now, if it proves out, is an all weather fighter. 
| have here this little mockup of it. We are watching the development 
of this and testing it. 

(Discussion off the record.) 

Senator McCarran. Where is that being made? 

Mr. Strassen. In Britain. We have helped them in the production 
of some of these for their own forces, but we have not yet accepted 
it for any contract for any other forces or our own, because we are 
still testing the prototypes and checking up on it. 

The tail, for example, had to be changed. The first model was 
very unstable, and it was slippery in the air. Our test pilots made 
some excellent suggestions which the British have accepted, and they 
are revising it. 
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RAF AIR FORCE p Mr. 5 
It was & 
We are doing another interesting thing. You are correct as to our come fig 
emphasis on the RAF. In other words, we feel that the RAF is Senats 
force of proven elite fighters. They are the third best air force in the |) was it m 
world from the standpoint of power. With all of our bases around | Mr. S 
there, we want a powerful RAF for United States security reasons Pe Senat 
We are helping to build the RAF and we are doing it in an interesting |} your pr 
way. : some qt 
We are using United States agricultural products. In other words : Mn 
in this program we are asking for another $75 million to back the |) Senat 
RAF, and we propose to do it not with dollars, but by shipping then » \icCart 
$75 million more of agricultural products which they, having taken of! 
rationing, consulted their own people, picked up their own pound ster- 
ling for the food, put the money behind the RAF. 
I really feel it is a method of working out a strengthened defen . Gove 
program with the United States asset. Mr. | 
Senator THyr. May I have information of what type of agricul , sene 
tural commodities will be made available? Mr. 
Mr. Srassen. It will be meat and butter and cottonseed oil and Sena 
cotton and wheat, maybe some corn. recite 
Senator Tuyr. That is a very fine balance. France 
Senator DworsHaxk. Governor, will Mr. Voorhees be prepared to that 1s 
give us more specific information on some of the questions I asked you Mr. 
concerning the subsidies of commercial aviation? your b 
Mr. Srassen. Yes, if we could have a copy of the committee staf give V! 
report, we would have it analyzed to see what the basis of it is. the ca 
Senator McCarran. Last year, Governor, we had some discussio! for Ar 
here about what is known as plan K; does that register with you? and m 
Mr. Strassen. Yes, it does. (Di 
Senator McCarran. Could you tell us what the developments ar 
now? 
Mr. Strassen. Yes. 
Senator McCarran. I understand there has been some considerable — 
controversy as to participation and so forth. Portu 
(Discussion off the record.) Mr 
of yo 
‘D 


CONTRIBUTION TO PLAN K 


Senator McCarran. Did not that lead to the question of a con- 
tribution that we would make to plan K? S 
Mr. Srassen. Yes. _— 


Senator McCarran. Was not that involved? prog 
Mr. Strassen. Yes, that was involved. Mi 
Senator McCarran. How did that work out or how is it working nee 
out? will s 
Mr. Srassen. I think it is working out reasonably well. Under 7 
this agreement for the expansion of the RAF, the United States was : (5 
to provide a certain amount over 2 years’ time. 
Senator McCarran. For what? 
Mr. Srassen. For airplanes. Se 
Senator McCarran. That is, to construct aircraft. disti 
Mr. Srassen. That is right, fighting aircraft. : N 
Senator McCarran. And training? ' 


expr 
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\{r. Srassen. No, I do not believe there was any training in it. 


vas all actual construction of aircraft. As I remember there were 


men as to our some fighters and some medium bombers in it. 
the RAK senator Dirksen. Governor, that was done by executive agreement, 
ur force in th; ‘t not? ; 
bases around \ir. Strassen. Yes. Really between the two air forces. 
urity reaso1 senator McCarran. Mr. Chairman, I do not want to break into 
an interest our program, but somewhere along the line I will be interested in 
ne questions with reference to this program in Spain. 
. other wor: \ir. Strassen. We can go right to it, because it is a part of Europe. 
1 to back 1 senator Drrxsen. If you will bear with me just a minute, Senator 
hipping th [cCarran, just to get the summary here. 
ving taken of} 
n pound sti AMOUNT FOR EUROPEAN MILITARY ASSISTANCE 
ened defe1 Governor, there is $742,900,000 for Europe for military assistance? 
; Mr. Strassen. That is right. 
e of agricu Senator Dirksen. That is the matter you are referring to now? 
\fr. Stassen. That is right. 
iseed oil ar Senator Drrxsen. In your general rundown, and I do not have to 


ecite all of it, you have Belgium, for instance, 26.4, Denmark, 11.9, 
France, 19.8. Just highlight those fora moment. I suppose generally 


prepared 1 that is equipment of a military nature that they need over there? 

s T asked yo Vir. STasseN. It is entirely equipment of a military nature. In 
our book, Senator, on each page, it will show what it is. Page 49 will 

nmuttee staf} vive you the Belgian items, and you will find that in this instance in 

it is, he case of Belgium it is primarily Army. It is a substantial amount 

e discussio for Army equipment. It includes tanks, combat vehicles, artillery, 

th you? and miscellaneous items. 


Discussion off the record.) 
ypments ar 
AMOUNT FOR PORTUGAL 


Senator Dirksen. Take Portugal. You have $8.9 million for 
Portugal] this year. 
Mr. Srassen. In the case of Portugal, you will find it on page 101 
your book, the same kind of material. 
Discussion off the record.) 


‘onsiderab]; 


n of a con- AMOUNT FOR SPAIN 


Senator Dirksen. Your item for Spain is $73.7 million for this 
program. 

Mr. Srassen. That’ is right. This is one of our most important 
new programs and you will find this information on page 109. You 
will see what we are proposing to send in there in 1955. The sheet also 
ll. Under shows by the way what we financed out of 1954. 

States was (Discussion off the record.) 


it working 


AMOUNT UNDISTRIBUTED FOR EUROPE 


Senator Dirksen. Governor, you carry one item there under un- 


distributed by country. 
Mr. Strassen. That will include infrastructure, the administrative 


expense of NATO, package handling and crating, items of that kind. 
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Senator Dirksen. So that is a sort of miscellaneous account out 
of which you take care of a variety of things that are difficult to clas. 
sify? 

Mr. Strassen. That is right. You cannot very well allocate it to 
particular country. 

General Stewart. Page 26, sir, shows the undistributed for Europe 

Mr. Strassen. That does not exactly reconcile that page, but it 
shows substantially what is involved. Your packing, handling, and 
crating you will notice is a large item. You see it under the proposed 
fiscal year 1955 column on page 26. You see the infrastructur 
which ties into what we looked at earlier, the $122,700,000, and the 
NATO contributions for overhead, $5 million, and so on. 

Senator Dirksen. Are there any questions on this item of military 
assistance in Europe? If not, Governor, I wish you would pick up 
direct forces support. 


th 


QUESTION OF JUSTIFICATION FOR SPANISH CONTRIBUTION 


Senator McCarran. I would like to make a comment. I am a 
little bit surprised at the fact that we have already appropriated $40 
million, and we are sending $48 million more over there with another 
appropriation bill i in Spain, and I am surprised at the small quantity 
of hardware, as the Governor calls it, that is going over there for both 
the Army, Navy and Air Force. It seems to me it would have justified 
more hardware, so to speak. 

Mr. Stassen. The Spanish program is under continuing study 
They have a considerable amount of hardware of the ordinary army 
type already. Maybe we will come to the point of doing more mod- 
ernizing as we go along. 

Senator McCarran. Our information is that, so far as the equip- 
ment that Spain has of its own, it is not very modern. 

Mr. Strassen. No, it is not obsolete, but it is certainly not modern. 
The Spanish program is just starting, and might well go beyond the 
present plans. But you get started, you got “the training, and then 
if they make very good pilots and jet pilots, you might want more 
jet squadrons in Spain in the future. 


UTILIZATION OF SURPLUS COMMODITIES 


Senator McCarran. There is one other phase which you spoke of 
with reference to Great Britain, of which a certain amount was going 
to be furnished by way of surplus commodities rather than dollars. 

Mr. Srassen. That is right. 

Senator McCarran. The same was under study by this committee 
with reference to Spain. 1 wondered if that came to your considera- 
tion? 

Mr. Strassen. Yes, it did. We have made some headway on it. 
Spain needed some more wheat, and we did get $10 million worth of 
wheat sent into Spain on the basis of them setting up a local currency 
account which can then be drawn on as we build the air bases. It 
was $20 million instead of $10 million in that respect. Spain also took 
$15 million in surplus cotton under section 550. We do contemplate 
in the new year using as much agricultural products in place of dollars 
as we can. There was one specific question on that yesterday, end 
I have the answer here. I might pass up this little chart. This 
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ws our current year’s activities under that so-called section 550 


» which this committee was very interested. You asked what we 


|. These are bread grains to the extent of $63 million, cotton to 


ul 


‘he extent of $50 million, tobacco $38 million, fats and oils $33 million, 


$17 million, fruit $10 million. 
might mention an interesting thing from the standpoint of the 
coast. There was an oversupply of dried prunes that were a 
irue on the market here in the United States and a lot of these coun- 
were glad to get these dried prunes, and we were able to straighten 
market situation out. 
Coarse grains, $9 million, and the ocean freight costs, $7 million. 
Senator McCarran. That is to all the countries, is it not? 
\[r. Strassen. That was the worldwide. 


BEVERAGES AND TOBACCO 
Senator Dworsuak. Did you not have any beverages in there? 


You have tobaeco. I think you ought to furnish beverages, too. 
Mr. Strassen. We do not furnish beverages. There is always a 


| discussion of tobacco but it is recognized as a basic crop under our 


\cricultural Act, and when the Department of Agriculture classifies 
t in surplus, it becomes eligible under our program. I can discuss 
with complete ease, because I have not smoked for 17 years, 
Senator Dirksen. Has this chart been set up in tabular form so it 
might be inserted in the record? 
\ir. Strassen. We can insert it in the record. 
The chart referred to follows:) 
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’ ates fg KEN a . my 
————__] Composition of section 550 sales program as of July 19, 1954 
, = [Values shown in millions of dollars) 
ees ft ii ad 
Ts ) / Fats Trans- 
2 ‘ intry Total om = and | Meat | Fruit oe | Cotton mR porta- | Other 
, oils arent | tion 
! : a v linc a oe en snes tiiaieeeaiee i il, 
“218 bl a Pe prey 
“kis Fran00...--<<-s0+s Oh coon oa cig SER whist 12,000 | 3,850 |....-- 
2 ( WP... sane 15,000 {......- 2,000 |_. 3, 000 | 10,000 | 
GT: z 18, 500 |.......-| 2,000 | | 15,000 | 1, 500 | 
‘Lod s s lands 4,000 |... 4,000 | | 
= Ly 2, 335 560 | 1,145 | 630 
£ | 14,800 : i 14, 800 , 
2 Kingdom.| 72,250 | 19,000 | 17,250 | 10,000 . 20, 000 6, 000 
via | 35,000 | 22,800 | 4,000 4, 800 |} 3,400 |... 
5 5,000 |_. a i 2, 000 3, 000 | 3 
& , (Formosa) 10,000 | 6,985 |...-.---| 1, 800 1, 115 100 
50, 600 | 39,700 | : | 7, 000 , 300 |. 
stan....- 1, 450 | 278 | | 157) 1,015 
; I 1, 200 | 1, 200 | 
; lotal......| ' 245, 385 | 70,323 | 33,345 | 17,250 | 10,000 | 9, 430 51, 600 | 38, 350 7, 972 | 7,115 
} | | | | | | 
7.635 thousand from military assistance appropriations—balance from nonmilitary appropriations; 
i 85 million equivalent in local currency generated to be used for offshore progurement of military end 


ANTICIPATED USE OF SURPLUS COMMODITIES 

Senator DworsHax. How much are you asking for that program 
this year? 

Mr. Strassen. In our authorizing legislation—there is a little differ- 
ence between the two houses—you understand this does not duplicate 
there, but simply means in place of the dollars you use these crops, 
and we feel we are going to use somewhere around $350 million worth 


of agricultural crops in place of dollars in this year’s program. 





Le 

Senator DworsHaKx. You used $245 million in the past year. 

Mr. Srassen. That is right. 

Senator TxHyr. Mr. Chairman, before we leave the question of hard- 
3 ware, where is most of this hardware manufactured? We know the 
ES small arms and tanks and trucks. 
SS Mr. STASSEN. The great majority is manufactured in the United 
— States. The great majority of that is what you might call a substi- 
aw tution in the sense that thé most modern manufacture is turned over 
=o to the United States units. It is our policy to have the United States 
ee units take the most modern equipment, and then their excellent 


equipment, but not quite as modern, is taken out, rehabilitated, and 
shipped off to the other countries. 

Senator Tuyz. But it is practically all manufactured here in the 
United States so you are not developing manufacturing plants of 
ammunition and artillery and such equipment in some foreign country 
at the expense of our own employment here. 


WESTERN EUROPE PRODUCTION BASE 


Mr. Strassen. Except this. We have endeavored to establish a 
production base in Western Europe for the kinds of ammunition that 
are needed by these guns we supplied to them, so that they could 
start paying their own costs and would not need a continuous United 
States dollar grant. 

Senator Taye. But in the main it is manufactured here in the 
United States. 


ma 





60226—54——_9 
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Mr. Srassen. Yes, in the main the reduction in United States 
ammunition production comes about by the ending of the Korea 
war, and the slowdown on the use of ammunition. 

Senator Dirksen. Governor, among the items under direct forces 
support, you have $75 million for the United Kingdom. Thos? are thy 


¥ normally 
available 
: ’ principal 
‘ foreign € 


: ; ; . Senat 
surpluses you referred to a little while ago’ modities 
Mr. Srassen. That is right. The $75 million are the agricultural yr. s 


surpluses which we will use to back up the RAF and further expand in othe 
that. , 


) inside, t 
j marks 0 
Bi they 
i the whe 

their fra 


(Discussion off the record.) 


COUNTRIES NO LONGER IN NEED OF ECONOMIC AID 


I think it is worthy of noting at this point that a large number of 
countries that this committee will well recall were in for heavy grants 
of economic aid in the postwar years are entirely on their own feet 
and not in the program any more. Belgium, Luxembourg, you wil! 
notice there is no defense support or development assistance, and no 
forces support. You will note that Denmark has neither one any 
more. You will notice that France, apart from the Indochina war 
question, does not. Neither does Germany. Neither does Italy 
Neither do the Netherlands, Norway, Portugal. 
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DEFENSE SUPPORT FOR SPAIN 


One of the items under defense support is Spain. We are putting 


. : , . . _ . over th 

in important bases. We are putting in military equipment. It is adviee 

quite a strain on the economy of Spain. Therefore, we are asking for that ws 

$30 million to back up the economy of Spain during the next year. million 
Senator McCarran, Right there, Governor, Spain had $85 million 


additio 


2 
: * curre ‘ar . i correct: : 
for the current year, is that correct appoas 


Mr. Strassen. That is correct. 


sacar 


Senator McCarran. I read here from the House hearings of aeanll 
Mr. FitzGerald, who is here with you In fae 

. n lac 

Our recomme dations ii respect to economic aid, defense support for Spain for verv © 

fiscal year 1955 is $30 million. That was developed prior to their frost. It seems cut do 

clear to us at the present time that the proposal for fiscal year 1955 is extremely aos 

conservative in view of the latest weather developments. Tt, 

1e 


Mr. Strassen. That is right. 
Senator McCarran. Now we go to another page, page 714 of the 
same hearing, and again Mr. Fitzgerald is testifying and says, 


started 
during 


‘ expen 
The furnishing of assistance of $30 million to Spain gives Spain that much find tl 
additional dollar exchange which it would not otherwise have and does result i! need 1 


the purchase of an additional $30 million worth of goods largely from dollar 
sources of supply. 

Mr. Strassen. Yes, that is correct. 

Senator McCarran. How do you reconcile those two, please? | | Sen 
am unable to reconcile them. 

Mr. Srassen. One of the principal earners for their own foreign J with. 
exchange is their citrus crop. In other words, they raise a lot of J of Sp: 
excellent oranges and citrus, and ship them to other countries, and % to we 
acquire the foreign exchange with which to buy what they need. So | that 
their crops having been hit by frost, they will not have as heavy @ gover 
earnings for citrus and olives and other items of that kind as they 
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<a would have. Therefore, the $30 million which we make 

ilable to them makes it possible tor them to buy from the outside, 
a cipally from dollar sources, with this $30 million, and helps their 
foreign exchange at the same time that it brings in products. 

Senator McCarran. But if we give it to them in surplus com- 
modities, they will not have dollars. 

Mr. STassen. Otherwise they would have to buy these products, 
In other words, if they needed some more wheat, than they had 
inside, they would either have to use some ste ‘rling or some deutsch- 

marks or something they earned with their citrus to buy the wheat. 
i they have not bee n able to ship as much citrus and we furnish them 
the wheat without using up any of their sterling or deutschmarks or 
their francs then it helps them in their foreign exchange. 


IMPACT ON AGREEMENT WITH SPAIN 


Senator McCarran. Let us give you another picture that J see as 
revarding that. We entered into an agreement as regards the militariz- 
ing of — That took a long time to work through, and it was 


I 


opposed by a great segment of the people of Spain. But when they 
were given $85 million for economic development, that was a great 
inducement for them entering into the agreement. 

Now, when the Government of Spain says to its people, “We are 
only going to get $30 million,” I have been advised that it has been a 
shock to the people of Spain, and that it is liable to create a condition 
over there not healthy to carrying out our agreement. That is the 
advice that I get from a source that | think is reliable. It seems to me 
that we should do either 1 of 2 things. If you say limit it to $30 
million in dollars, then we should come up to the $85 million with 
additional amounts of surplus commodities. In other words, you will 
appease that situation to my way of thinking. 

Mr. Strassen. It may well be that we will need to add to the 
Spanish program during the year, because it is a conservative program. 
In fact, I really feel all over the world we are trying to move on a 
very conservative basis. When they had this frost, it is true that it 
cut down their earnings compared to what they would have otherwise 
been. 

There is this fact, that the $85 million was a little late getting 
started during the year. You remember we just got the agreement 
during the fiscal year. So we have a fair amount of carryover of 
expenditure. That will help some. But you may be right; we may 
find that to properly carry it through before the year is over, we will 
need more than $30 million in Spain. 


POLITICAL CONDITION OF SPAIN 


Senator McCarran. What I have in mind is the peculiar political 
condition in Spain as compared with any other country that we deal 
with. In other words, we must not weaken the present Government 
of Spain, and if it does not have a popular front, then we are liable 
to weaken it. If they had $85 million from us this year, and under 
that condition then they went into this arrangement between the 
governments, and then they are told that they are only going to get 
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$30 million after entering into it, the psychological situation to my 
way of thinking is not so good. Do you see my point? 

Mr. Srassen. I do see your point, 

Senator McCarran. It has been so stated to me, and I want to 
draw it to your attention, 

Mr. Srassen. We will look into it very carefully and it is of course 
one of the reasons why the Presidential transfer powers are so impor- 
tant, so that you can move from one place to another. Something in 
one part of the world might turn out better than we expect, something 
somewhere else turns out not as favorably, and then we can transfer 
from one place to another. 


ABILITY OF COUNTRIES TO SUPPLY MILITARY ASSISTANCE 


Senator Dirksen. Governor, returning for a moment to military 
assistance, and I suppose the question will be raised, consider a moment 
Denmark and Norw ay, and the one including United Kingdom also, 
what justification would be offered in a case of a stable country with 
a solvent system, a balanced budget for appropriating for military 


assistance? That would be true, I think, in the Netherlands, also | 


possibly Belgium and Luxembourg. 

Mr. Srassen. That is a very good question. The analysis is that 
in the total NATO strength that we want for United States security 
objectives to have those countries do a little more than they can do 
on their own budgets. They do a considerable job with their own 
disbursements. But from our analysis of forces, we feel we want them 
to have a little more in the way, especially, of more modern armament 
than they themselves could support. Those small countries are in the 
situation where they cannot very well set up a tank produc tion line or 
a jet airplane production line, so they have to buy it. Consequently, 
it involves not only their internal solvency, but their earnings of 
foreign exchange. 

In the case of Denmark, the reduction in the price of butter and 
cheese, for example, puts them in some problem on the total amount 
that they can buy in armament from the outside. In the case of 
Norway, the reduction in the price of fish gives them some problem 
= ve “ged rh 
They do a lot of the selling of their fish to the Soviet. They get 
some manganese back. We would not want to put them in the posi 
tion where they had to get Soviet guns in exchange for their fish 
because that would open up an undesirable kind of relationship, So 
if we want them to be standardized on the NATO approach, and 
have United States artillery types instead of something they could 
pick up somewhere else, and if we want them to have more artillery 
than they can afford themselves, then we put in a certain amount 
of United States hardware into those countries. ‘That is the only 
thing we put in. We do not any longer put into Norway and Den- 
mark any economic assistance or any development assistance. 


YUGOSLAVIAN SITUATION 


Senator Dirksen. One other question on chapter 1, and that is 
Yugoslavia. Are we getting some assurances now from that country 
that they will be in our corner in case difficulties arise? Is there a 
rather sanguine note about the cooperation that we can expect? 
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\{r. Strassen. I would say that the very important negotiations 
that have been going on on the settlement of Trieste have a consider- 
effect on that situation. There has been some progress made. 
positions of Italy and Yugoslavia are closer to reconciliation over 
este and the surrounding territory than they have ever been. 
\lso the increased association of Yugoslavia with Turkey and 
Greece, who are very solid friends of the United States, is a favorable 
velopment as we would envision it. I do not mean to indicate that 
have no problems in our relations with Yugoslavia, and you know 
ihe complexities that are involved. But I also would indicate that 
they are rugged people, they are up in the mountains, they stoutly 
t any attempts to infiltrate from the Russian Communists. They 
nd their ground on the Danube River against the Soviet Commu- 
There are some indications that they are liberalizing their own 
approach to their own peasants and their own merchants, and even 
their own religious forces. There is at least a slight trend toward 
creater freedom within the Yugoslav political system of their own 
peasants, their own small merchants, and their own religious peoples 
of various religions. 
USE OF FUNDS 


Senator DworsHak. What is that money being spent for? 

Mr. Strassen. The money in Yugoslavia is largely defense and some 
development. 

Senator DworsHaKk. What kind of defense? 

Mr. Srassen. On page 125 you will see what the items are. 


POSSIBLE RUSSIAN HELP 


Senator McCarran. Have you any evidence as to whether or not 
they are getting implements of war or armament from Russia? 

Mr. Strassen. They are not. 

Senator McCarran. You are quite certain about that? 

Mr. Strassen. We are positive. We have a military assistance ad- 
visory group in there training their forces, and working with them. 
We know very thoroughly what their armed forces are doing. The 
problem comes in more in the political area that Senator Dirksen 
wisely raised. 

Senator McCarran. Are they producing arms other than what we 
are sending to them? 

Mr. Strassen. They are producing some ammunition. They have 
ammunition plants of their own. I do not believe they have any 
artillery manufacturing that I know of. They might have a small- 
arms factory. 

Senator McCarran. You would not say they were very well armed, 
then, would you? 

Mr. Srassen. Up in those mountains you give them a bunch of 
guns, and they are a tough crowd. Remember, the Germans never 
really got on top of them. 

They were up in the mountains and had very stout resistance all 
through the war. Then when the Soviet wanted to take charge of 
them, they turned the Soviet down and they were so tough the Soviet 
did not send the Red Army in. There was a question, I suppose, of 
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what the United States might do if they did send the Red Army in, 
I think it is well recognized that they are fighters. They have 4 
whole tradition of fighting up in the mountains. 


SUMMARY OF REQUEST 


Senator Dirksen. Governor, by way of summary, your estimate js 
for $915.4 million for Europe for three items: military assistance. 
$742.9 million, direct-forces support, $95 million, and defense support, 
$77.5 million. There is no request then for development assistance. 
which is economic aid or technical cooperation or other programs for 
the European area. 

Mr. Strassen. None whatever; under defense support you will find 
a $7.5 million item. That is the item that covers the program that 
is being conducted over there principally by United States business- 
men and industrialists in increasing the productivity and the sharing 
by the workers in European industries really to move away from the 
cartel system and to improve the wages and overcome the communism 
among the workers of countries like France. That really is the pro- 


ductivity program in Europe. It has been highly recommended by | 


the chairman of the National Association of Manufacturers of the 
United States, and the business groups of this country, 


CARTEL SYSTEM 


Senator McCarran. Is any success being obtained in getting away 
from the cartel system that has been so prevalent in Europe? 

Mr. Strassen. I would say just a little bit. It is a difficult picture 
It goes back, as you know, generations. There is a little scooter 
manufacturer down in Italy who has sort of broken loose. He de- 
signed a better motor scooter than anybody designed and he is now 
selling them all over Europe, and he is really doing a job. As a matter 
of fact, Sears and Roebuck bought a few in the United States. If you 
traveled in Europe you may have seen them. They are a rather nicely 
designed motor scooter. He is paying good wages and ag I say, he 
will go into any country. He is breaking away from the cartel ap- 
proach and doing quite a job of it. 

There are other indications like that. I would not say that we 
could predict when the cartels would end in Europe. 

Senator Dirksen. General Stewart, have you any observations on 
chapter 1, military assistance, or in your judgment has it been suffi- 
ciently covered this morning? 


TOTAL REQUEST FOR EUROPEAN DEVELOPMENT 


General Srewarr. I would like to add, sir, that officers from my 
office, who have been in Yugoslavia, and who have been out on maneu- 
vers with the Yugoslav Army, report to me that our equipment is 
being used to better military advantage—and that they actually get 
it out and use it as well or better than any country they have visited. 

Senator McCarran, I would like to ask, is this amount here for 
military assistance, the total amount that is going to be asked for, or 
is there an economic program somewhere? 

Mr. Strassen. No, this is all of Europe. 
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Senator McCarran. In other words, the economic development of 
Europe is in this package. 

Mr. Srassen. That is right. We have ended the economic assist- 
nee for all of Europe. Aid for Europe is all in these three categories. 
Senator DworsHak, Your total for Europe in chapter 1 is $743 
million, and you have undistributed by countries 9 specified amount. 
That means a certain percent of the total is undistributed. How do 
you account for that? 

Mr. Svrassen. That is the whole infrastructure program. It is the 
packing, handling, and crating for the whole Europe-wide program, 
and also the NATO administrative expense. It is sort of Europe- 

items that you do not charge up to an individual country. 

Senator Dirksen. Without objection, then we will resume at 2:30 
mn the Near Kast. 

Senator Taye. I just want to comment you have conducted an 
xcellent hearing this morning. Your questions have been directed 
to the point. It required no questioning on the part of most of the 
rest of us. I think you have developed an excellent record. 

Thereupon at 12:20 p. m., a recess was taken until 2:30 p. m., the 
same day.) 

AFTERNOON SESSION 


ENGINEERING SURVEYS 


Senator Dirksen. Governor, we just about concluded your opera- 
tion in Europe this morning, but there is one additional question 
that I think I should ask before we go to the Far East. 

Mr. Srassen. Yes, Mr. Chairman. 

Senator Dirksen. That relates to the engineering surveys. You 
may recall that question was raised last year in the committee report. 

Mr. Strassen. Yes, sir. 

Senator Dirksen. You did assign Maurice Scharff and Franklin 
J. Leeburger, consulting engineers, to proceed to make a survey. 
It is my understanding from the staff that in the main they turned 
na pretty fair report on most of these, but they did make some 
modest criticism, such as the fact that there was no orderly system 
of reporting by FOA missions, that there were some firms that had 
received machinery and material that they did not know that it 
came from the United States, and they thought there was some 
faulty planning and engineering in several of the projects. Would 
you care to make a comment now? 


SCOPE OF SURVEY 


Mr. Srassen. Yes. Through the interest of the Senate Appro- 
priations Committee, it did give rise to the assignment of an out- 
standing group of engineers to do a thorough review of, as I recall, 
some 90 projects that went back over a period of years. That 
review has been proceeding, and it has been extremely constructive 
and fruitful. It has resulted in a much more thorough understanding 
of what has taken place in these various projects, and understanding 
on the part of business firms overseas and the countries as to just 
vhat the United States participation was in the results that had 
taken place. 




















134 MUTUAL SECURITY APPROPRIATIONS, 1955 


It has also furnished to us in FOA many constructive suggestions 
of how we could improve our own operations and followup. So jt 
has had a real relevance not only on these projects in Europe that 
mainly go back over a period of years, but also in our guidance of 
how we work now in the Far East or in the Near East or Latin 
America, to avoid some of these mistakes in the future. 

I would say that the initiated interest of the Senate Appropriations 
Committee last year has through this process of getting competent 
engineers to go into it been well worth while. We are now referring 
their reports, project by project, inside of our organization for analysis, 
review and appropriate action where action is needed. 


QUESTION OF CLASSIFIED INFORMATION 


Senator Dirksen. Governor, before we proceed to the Far East. 
let me ask 1 or 2 general questions. 

No. 1, last year the question was raised on the floor that the hear- 
ings did not contain as much information as some members thought 
Of course, the committee conducting the hearings was up against the 
fact that these sheets that come to us are marked secret and obviousl\ 
we cannot insert those in the hearings. I presume that same rule 
will prevail, but I think it might be well at this point for you to make 
some statement about it, because if that question recurs on the floor 
we will at least be able to point to some place in the hearings and say 
the’ information was secret and classified, and therefore the committee 
was not at liberty to include it in the public hearings. 

Mr. Strassen. Yes. This is always somewhat of the problem, 
Mr. Chairman. Of course, here we are engaged in activities that 
affect 50 of the countries of the world. Many of our analyses in these 
committees are of such a nature that they could cause extreme upsets 
in these governments. Sometimes it is critical of what government 
is doing, or it is an appraisal of the activities of a certain department 
of a government or of their armed services, and things of that kind, 
and consequently, we have to be very guarded as to the broad dis- 
closure of information outside of the committee rooms. 

We have followed with the explicit direction of the President 
policy of very great disclosure to the Appropriations Committees, 
the Foreign Relations Committee, the Foreign Affairs, and the Appro- 
priations of the House. We have, of necessity, been very restrictive 
as to information generally released, and also as to information sent 
up in response to, shall we say, just a staff request of some committee 
not primarily concerned in these very significant programs affecting 
the security of our country. 

There is the further fact that if these detailed bits of information 
are known, it just adds a little more grist to the Communist mill. 
If they know a year ahead what Honduras is going to get versus 
Nicaragua, the kind of financial figures that really never make any 
difference, because maybe you are carrying on a health program in 
Honduras then and it does not have any real cost relationship to an 
agricultural program you are carrying on in Nicaragua, and yet if 
they have these detailed dollar figures, they are really only the concern 
of the Appropriations Committees in their detail, they stir up every 
bit of trouble they can over them. 
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» Sugeest 


wup. So i POSSIBLE EFFECT OF INFORMATION RELEASE 

Europe tha ae ‘ babe ms ‘ 

guidance of lherefore, in the bill in the public information we tend to hold tu 

st or Lat e broader classifications and to the committees we do, as we have in 
i these classified detailed books that are before the committee now, 

propriations viven this intimate breakdown of exactly how much money we are 


now planning to spend, shall we say, in each of the Latin American 
countries and what kind of projects they are on, exactly how much we 
put in value on the amount of money that is providing armament to 
each of the countries that are engage .d in armament programs with us, 
ff how many tanks there are in country X, and how many je tplanes 
ncountry Y, and we can give that in the committee room. 

[f that kind of information were generally released without classi- 


r competent 
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for analysis 


» Far East fication, it would have a serious effect both in the basic defense plans 
four country and our associations and also in the foreign relations with 

it the hea) other countries, 

rs though PUBLIC ADVISORY BOARD 

ag’ 

Palin Senator Dirksen. The second general question, Governor, is this, 
same } and it is based upon the fact that I did not get a chance to go through 
ma to ma the House version of the authorization bill, as well as I should. / 

n the flo [he Senate version does provide for continuance of the Public 


\dvisory Board. Was that in the House version also? 

Mr. Strassen. No, it was not. It was dropped out in the House. 
It was not specifically considered that I know of, and I do not know 
the entire background of it. The President does wish it to be con- 
tinued. It is a method by which very substantial assistance is ob- 
tained toward our foreign policy objectives with very little cost by 
enlisting the overseas activities on an informed basis of the great 
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vernment national organizations of our country. This Public Advisory Board 
epartmer is bipartisan. It has on it the presidents of organizations such as the 
that kind National Association of Manufacturers, the United States Chamber of 
broad dis. Commerce, the American Legion, the Federation of Women’s Clubs, 
the American Farm Bureau, the National Grange, the Farmers Union, 
resident the Parent and Teachers Association, and similar organizations. 
mmitte; 
he Appro. LABOR ADVISORY COMMITTEE 
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The labor group serves separately on a Labor Advisory Committee 
But these groups almost all serve even without drawing the per diem 
they are allotted. They are all people who tend to go overseas on 
their own business. They contact clubs and organizations of other 
countries. When they are quite well informed on the basic moves of 
our country, they facilitate the carrying on of the United States 
objectives with a very little cost. 

Senator Dirksen. You are of the opinion that the advisory groups 
do serve a useful purpose, and they ought to be continued? 

Mr. Strassen. Definitely. 
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observed doubtless that in the Senate version of the authorization 

bill, a termination bill for FOA has been set as of June 30, 1955. 


TERMINATION BILL 
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This is a little anticipatory, but if that should eventuate, ther 
course there would have to be a diffusion of your functions amon 
other agencies, and there would be the problem of transferring \ 
obligated and unexpended balances to different agencies. Has t! 
matter actually had some thought at this particular time? 

Mr. Strassen. Yes, it has been a matter of continuing study in ¢! 
executive branch. There are many different ways that these k 
of programs can be carried on administratively. I personally | 
taken the attitude that it is not a matter of great moment to me ho 
they are carried on administratively but it is a matter of great cor 
cern that they shall be carried forward. 

In this respect I would particularly urge that the Congress se: 
it that there is ample time for future contract fulfillment and liquid: 
tion entirely apart from the matter of who the President or Congress 
might decide to administer it in another year. What I mean spe 
cally is that it would save money for the United States if you 
provide that the contract for the building and delivery of the 
airplanes is over a 3- or 4-vear period, than if you try to consolidate 
Or that when you are going to develop technical cooperation with 
country, if you can make a 3-year contract with the University o 
Illinois or the University of California, you will get a sounder rela 
tionship than if you are always held back to a very short period | 
time. 

I know there are many sincere views, and they are different, and 
there will probably continue to be many different views as to how vo 
will administer a program as far ranging as this one. I only ask that 
there not be put too short a liquidation date because that tends 
restrict your contract date. 


Whether you decide in a year that you will split us up or put us | 


back together in a different way is really of small moment compared 
to the importance of actually carrying on United States foreign policy 


ADMINISTRATION OF PROGRAMS 


Senator Dirksen. Is it your idea that there ought to be a better 
guideline than that established in the bill now with respect to the 
dispersal of these functions? It is assumed, of course, that the strictly 
military functions would go to the Defense Establishment. © But 
you would have TCA, economic development, and these other items 
The question then is where could those best go for administration 
The bill says very little as to where they should | go. Is it vour notion 
that there ought to be a better direction from Congress on that point? 

Mr. Srassen. I think it is properly a matter left to the President, 
subject, of course, to confirmation by the Congress. But the wa) 
in which you carry it out under the House version ‘of the bill is a matter 
for the President to determine. 

Specifically I think under the House bill, the President can reallocate 
at any time he wishes. I would think a future organization could 
be left to the President and the next Congress. | think there is just 
about unanimous agreement that we should continue for this fiscal 
year, at least. 

Senator Dirksen. Are there any general questions now before ws 
proceed to the Far East? 
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ORGANIZATION PLAN 


Vir. Strassen. On that matter of organization, since you bring it up, 
we could perhaps take a minute to see how we are administering it. 
{ think it is a matter of interest. 

You will recall that the President after a reorganization committee 
looked it all over, sent up an organization plan to the Congress last 
vear. That plan went into effect on the Ist of August. 
~ At that point l became responsible for these various types of pro- 
crams under the President’s direction. This is the way | have organ- 
ized it under the President’s instructions. 

Senator DirksEN. At this point, let me suggest that it might be 
well to insert in the record a tabular statement showing your entire 
roll as of the end of fiscal year 1954, and you might break that down by 
countries because I do believe it probably would be useful. That 
would indicate your total roll. 

Mr. Strassen. We will do that. 

(The information referred to follows:) 
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REORGANIZATION PLAN 


Mr. Strassen. This is the way we organized under the President’s 
reorganization plan (facing this page). I report to the President, 
and I am under his direction. I operate under the foreign policy 
guidance of the Secretary of State, the monetary policy of the Sec- 
retary of the Treasury, whenever we are dealing with exchange 
rates and monetary matters, the defense policy guidance of the Sec- 
retary of Defense, and through him the Joint Chiefs of Staff, and the 
budgetary policy of the Director of the Budget. In other words, 
they give me policy guidance, while I am under the overall command 
of the President. 

On policy formation T sit as a member of the National Security 
Council under the provisions of the law. 

We turn for advice and assistance to the Secretary of the Interior, 
the Secretary of Agriculture, the Secretary of Commerce, the Secre- 
tary of Labor, the Secretary of Health, Education, and Welfare. 
We utilize the services of all these departments where appropriate in 
a particular project that we are engaged in. 

In other words, we will take, for example, the Surgeon General’s 
Office in the Secretary of Health, Education, and Welfare’s Depart- 
ment. This is our source of people who carry on these public health 
programs that we have under technical cooperation. 

We have extremely close relationships with the Secretary of Agri- 
culture on section 550 matters, and matters of that kind. We have 
in fact agreements of the way in which we work with those five depart- 
ments that have all been negotiated out during this past year. 


DUTIES OF DEPUTY DIRECTORS 


Then I have a deputy director of Foreign Operations who is Dr. 
D. A. FitzGerald, whom you undoubtedly know, a man of many years 
of experience in Government, a man in fact who went with President 
Herbert Hoover on that worldwide food mission after the war, and 
has a diverse and extensive experience. He has the four regions of 
the world organized, the Far East, the Near East, south Asia and 
Africa, and European area and the Latin American area. 

That is the line of supervision of the missions. 

Then we have the Deputy Director for Technical Services, who 
brings in the technical side. This is a staff approach. I have a mili- 
tary adviser who is my member on the Planning Board of the National 
Security Council. He is on assignment. It is Brig. Gen R. W. 
Porter, who was Chief of Staff of the Tenth Corps in Korea, and is a 
very able military officer. He serves as my representative on the 
Planning Board. 

[ have a Deputy Director for Program and Planning who also has 
the liaison with the Departments of State and Defense, and that is 
the matter of the forward planning of this overall activity. That is 
Mr. Ohly, who also has had extensive experience in both the Defense 
and State Departments in past years. 

The Assistant Director for Refugees, Migration and Voluntary 
Assistance is Mrs. Dorothy D. Houghton of Iowa. Here we brought 
together the activities of some 27 voluntary agencies, such as the 
Lutheran Welfare, the National Catholic Welfare, the Red Cross, the 
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Hadassah, and a wide range of groups who have to do with various 
phases, everything from the shipment of surplus foods when it is given 
to them, or the help of refugees or Iron Curtain escapees, and that 
voluntary compact is brought together in that particular office. 

| have a General Counsel, Mr. Morris Wolf, an outstanding lawyer 
f Philadelphia, who came in to work with me. He is a new appointee, 

Then there is the deputy to the director who particularly functions 
n coordination and congressional activities. He is a new appointee, 
\ir. Glenn Lloyd, of the State of Illinois. He is functioning here as 
my overall deputy, because Mr. William Rand, my old deputy, came 
n for a year and has now concluded his service in Government for 

personal reasons. 

Then here is the Deputy Director for East-West Trade Controls. 
[his whole matter of the East-West trade controls which seems some- 
times to lead to some discussion in Congress and elsewhere. It is a 
very important matter of how we deny strategic materials to the 
Soviet area. There I have retired Adm. Walter Delaney, who is a 
man of great experience in shipping and movement in goods and a 

an of great patriotism to the country, with a distinguished naval 
career. 

Then the Office of Economic Affairs is the economic side of the 
United States regional organization in Paris. The head of this 
(fice serves as our representative on the Organization of European 
Keonomic Cooperation, with liaison work in the coal and steel com- 
munity. That is Mr. Webster Todd of New Jersey. He is a new 
nan. 

The Deputy Director for Management brings together all of the 
management functions, such as personnel, administrative services, my 
loyalty and security program, the comptroller, the public reports, the 
research and statistics. That is General William Riley, a retired 
\larine general. He is the one who was in charge of the Palestine 
Peace Commission after the war. 

This is the manner in which we have pulled together the worldwide 
organization. 

You will observe that in the regional approach, we have organized 
these regions on exactly the same geographic divisions as the regional 
offices in the Department of State, so that we can work closely with 
the State Department, and get the policy guidance right on the regional 
levels. 

Senator Dirksen. Governor, has that chart been reproduced so it 
can be used for the record? 

Mr. Strassen. Yes; we can put that chart in the record. 

Senator Dirksen. That may be done, 

(The chart referred to faces p. 140.) 


HEALTH PROGRAMS 


Mr. Strassen. So I function in this position, with an executive 
secretariat to keep the information pulled together in a daily log for 
all our executives, in the central position of the Government subordi- 
nate to all members of the Cabinet, but under the direction of the 
President. 

Senator Tuyn. Governor, the health work that you are doing in 
some of the countries, how many countries are you carrying out one 
of those health programs in? 





















142 MUTUAL SECURITY APPROPRIATIONS, 1955 


Mr. STASSEN. 
and fulfill it. 

Senator Tarr. What I witnessed in Indochina when there last fall 
was that that was probably one of the most important functions that 
this United States could be engaged in because if ever there were a 
need for health improvements or just plain sanitation in the daily 
lives of these people, you could see it on every turn whether it was in 
India or Indochina or wherever it might be. 

Mr. Strassen. Yes. 

Senator Tuys. I did visit several of the hospital quonset huts ou 
in the smaller communities, but the health center in Saigon, wher 
there was an intensified local training center, and where you had you 
student nurses working there with the American nurses and Sithore, 
I thought you were laying the foundation for a better relationship, 
better health measures, better care for the infant, as well as the 
expectant mother. I thought that was one of the most worthy ze 
grams of any that was being carried on. I did not have an opportu 
nity to witness in any other country except Indochina, and some in 
India in the smaller communities. 

Mr. Strassen. Thank you. I think you are right. 
tremely significant program. 

(Discussion off the record.) 


As I recall, it is about 27, but I will check the record 


It is an ex- 


REGIONAL DIVISIONS 


Mr. Strassen. Going back on the record, this map shows the way 
in which the four regions of the world are divided up. As I say, 
these are the same geographic divisions that the Department of State 
has for its Assistant Secretaries. So we have the close working rela- 
tionship on a regional basis. The blue of course, is the European 
region, the green is the Near East, Southeast Asia, Africa, the orange, 
shall we say, for Latin America, and the red for the Far East, the 
color not being symbolic of what we are trying to do. 

Senator Dirksen. Governor, administratively under your regional 
setup, I notice if I see that correctly, you run all the way into Turke: J 
for your Near East operation. 

Mr. Strassen. That is right, Turkey and Greece. 

Senator Dixsren. But for infrastructure, Turkey comes within 
the NATO setup, so there is an overslapping. 

Mr. Srassen. That is right. The original NATO stops short of 
Greece. Then Greece and Turkey were added onto NATO but they 
were not changed in the regional organization in the State Depart- 
ment. So we decided to stay in the same grouping that State had 
But they are tied into NATO. Of course, it has less significance now 
in that now you begin to tie in Turkey with Pakistan and you ge 
other problems in my event. 


FOR EASTERN ASSISTANCE 


Senator Dixsren. Now, then, suppose we turn to the Far East. 
First of all, let me recite for the record and if any figures must be 
deleted, you can delete them, for military assistance, the estimate is 
for $583.6 million, and for direct-forces support, $825 million, and 
for defense support, $329.9 million, so that your total for title 1 is 
$1,738,500,000. 








Mr. St: 
Senator 
assistance 
program. 
a grand t¢ 
That i 
Indochina 
you have 
and so for 
is not the 
Mr. St 
Senato1 
to make 
mittee a@ 
foresee, if 
Mr. St 


Senato! 
Governor 
fact that 
are no fu 
Asia, the 
requested 
program? 

Mr. S1 
reconstru 
its own fi 
yet reacl 
You hav 
different 

You wi 
gram onh 
south Asi 

Senato 
cooperati 

Mr. S1 
furnishin. 
related t 
and the 
kind of a 

The d 
will invo) 
of agricu 
take the 
improve 
through 

Senate 

Mr. & 
ment pu 


Senatc 
or will tl 


502% 






MUTUAL SECURITY APPROPRIATIONS, 1955 143 
















Mr. Strassen. That is right. 

Senator Dirxsen. Then in addition, you have no development 
assistance, meaning that there is no economic assistance in this 
program. You do have technical cooperation for $22.5 million, with 
a grand total then for the Far East of $1,761 million. 


the record 


e last fall 
tions that 


re were a 
the dail; That is diffused roughly among nine areas, namely, Formosa, 
it was Indochina, Indonesia, Japan, Korea, Philippines, Thailand. Then 
you have that undistributed item which goes for packing, crating, 
and so forth, and then the Korean Reconstruction Agency. But that 
huts o is not the whole total for UNKRA. 
ym, wh Mr. Strassen. There is a reappropriation involved. 


Senator Dirksen. I presume you would have a general statement 


had yo 
to make with respect to the Far East, and perhaps alert the com- 


1 doctors 


xtionshi mittee a little on what the eventualities are there and what you 
Il as the | foresee, if anything. 

rthy pro- Mr. Strassen. Yes, Mr. Chairman. 

opport 

| some EUROPEAN DEVELOPMENT AND ASSISTANCE 


Senator DworsHax. While the chairman is temporarily engaged, 
Governor, I would like to have you give me a plausible reason for the 
fact that under title 2, development and assistance in Europe, there 
are no funds requested, whereas for the Near East, Africa, and South 
Asia, the total is $215 million. Why do you have that amount 
requested in the Near East, and nothing in Europe for a comparable 
program? 

Mr. Strassen. In Europe you have moved forward in the postwar 


is an ex- 


the wa 


As I ss ; ; 

a reconstruction in the earlier years to the point where Europe is on 
vention feet, so far as devel lB | 
steumt! ale its own feet, so far as development is concerne¢ ut you have not 
Due a yet reached that stage in the Near East, Africa, and South Asia. 
“uropeal 

_— You have not been carrying out programs there as long, you have 


e orang: 


2 different kinds of country situations. 
wast, th : 


You will recall in the mitial Marshall plan, it was a European pro- 
cram only, and there was not a program in the Near East, Africa, and 
south Asia at that time. 

Senator DworsHax. What is the difference between ‘technical 
cooperation” and ‘development assistance’’? 

Mr. Strassen. Technical cooperation is primarily the matter of the 


regional! 
o Turk« 


s withi furnishing of technicians and the training of students more directly 
nw related to the imparting of skills and the demonstration of methods 
i m and the kind of demonstration equipment that is involved in that 
= the; kind of an approach. 

Depai The development assistance is more of a substantial nature and 


tate ha 


will involve such things as furnishing to them considerable quantities 
ance no 


of agricultural products which they then sell to their own people, 


you gt take the local money and build their roads, improve their railroads, 
improve their ports, and establish a development of the country 
through irrigation projects. 
Senator DworsHak. Capital investments. 
‘ar East Mr. Strassen. That is right, capital investment locally for develop- 
must b. ment purposes. 
seintee in SURPLUS COMMODITIES 
ion, an Senator DworsHak. Does $215 million constitute any new funds 
title 1 is or will that be derived from surplus commodities? 
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Mr. Srassen. A large part of that will be surplus commodities and 
a part of the remainder will be in the form of loans, rather than grants 


—— 


EFFECT OF TRUCE IN INDOCHINA 

Governor, let me cue your general observations 
a little by saying this: There is manifestly a good deal of speculation 
and concern as to what will happen to our operations in the Far East 
if. for instance, a truce is developed in Indochina, or on the other hand 
‘fa truce and a partition is not developed, what then happens to the 
funds that are provided for here. 

When Admiral Radford was here, I 
flexibility, and I rather fancy that is absolutely necessary, 
‘s too difficult to foresee what may happen, so that if we have to fall 
hack on a second line in our defense perimeter, there must be some 
latitude in the disposition of not only funds, but our operations out 
there. 

So that with that in mind, you probably can give usa general stat 
ment. first of all, on the Far East, and then we can start in with thy 
individual countries in the different categories of aid. 

Mr. Srassen. That is a wise observation, Senator, that you have 
just made. The Far East is an area of prime concern to the United 
States at the present time. It reflects in the overall in the sense as 
51 percent of our worldwide requests for the Far 
is quite a contrast to the earlier period. Even last 
If you went back to earlier years, you would 
a time was down to 15 percent of the 


Senator DirKsEN. 


raised with him the question of 
because it 


you will see here, 
East area. That 
vear it was 43 percent. 
find that area of the world at 


worldwide total. 
This shifting of percentage indicates two things: On the one hand 


the much greater importance to the LInited States of what is going 
on there——the intensity of the problem, in other words; on the othe: 
hand. that in Europe we are in better shape, and therefore we do not 
have as large a demand for European funds. 

COMMUNIST ASPIRATIONS IN ASIA 

In the overall I think it is abundantly clear, as the Secretary 0! 
State has very specifically described it. that the Soviet Communists 
are making a major drive to take over Asia. and to take over the Far 
Fast. We have witnessed the Korean war and the Indochina war 
We have had many indications of intensive infiltration tactics all the 
way from the Japanese labor unions to the rubber plantations of 
Indonesia, and to the rice fields of Burma. 

So this is truly a battleground in the whole world struggle that will 
vitally affect the future security of the United States, and the future 
prospects of peace and war. 

No one can at this time predict with certainty what will happen in 
anv detail. But I think there 1s every mark on the horizon that it 
will be an area of intensive activity and of crucial significance to the 
United States during this next year. 

Therefore, your comment on the im] 
the way in which you move to meet the changing picture is very 
right. 
must have in this area under the broad policy gu 
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the law, extreme flexibility authority as to the way in which he 
s the resources that Congress makes available. 
If on the one hand, the current negotiations lead to a truce, no one 
can say how long the truce will last, or what may happen in its wake. 
it will be important under the policies then to immediately begin 
build the surrounding strength which will on the one hand make 
more likely that the truce will be maintained, and on the other 
ud, less likely of Communist advances by subversion or infiltration. 
Here you see the map of that area of the world [indicating] with 
the north the Korean and Japanese section, and then ne in the 
lf moon are over through scasraae the Philippines, or Okinaswa 
Indonesia, Indochina, Thailand, Malaya, and ee bordering 
over toward India. 
Then if there is a truce, it is quite clear that the strengthening of 
whole Far East area, of Thailand, and the Philippines, perhaps 
er countries if they then make their decision to do so, will be of 
at importance. It may also develop that just as the truce in 
‘orea tended to reflect increased pressure in Indochina so the truce 
Indochina and Korea may reflect increased pressure toward For- 
osa. No one can predict what it will be. You de know that you 
have aggressive forces in Communist China that have demonstrated 
a willingness to break all international rules and that do not have the 
oral restraint that the nations of the free world have from their 
ligious backgrounds. 
lherefore, we do contemplate that if there is a truce there may be 
substantial requirements for funds in some of these other 
yuntries. 
On the other hand, if there is not a truce, we may find a continuation 
or even intensification of the bitter struggle of 7-vears duration over 
Indochina, and through that, of course, all of southeast Asia 


SOUTHEAST ASIAN AREA 


This southeast Asian area, on the one hand, as you know from the 
orld map involves the airways and the seaways between the major 

ctions of the world. You all know the significance of the Singapore 
Straits and that part of the world, and the area between Singapore 

id Australia, and you all know, too, that all the great airlines that 

cle the globe go through Bangkok or Singapore or Ceylon, and this 
art of the world. 

Therefore, it has that extreme significance from the strategic basis. 


RAW MATERIAL ASPECT 


From the raw material standpoint, in this area of the world most of 
he natural rubber, a very substantial part of the tin, much of the rice, 
nificant portions of other materials and metals, a large part of the 
jute and significant portions of other agricultural products are 
produced. It has sometimes been called the rich plum of the Asiatic 


area. 


lf it should fall, the chances of holding Japan and India become 
definitely reduced in their percentage. Of course, if you cannot hold 
the Western Pacific, then the Pacific becomes not a great barrier of 
security for the United States, but an avenue of possible danger to 
the United States. 
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So I feel that any analysis of current intentions of the Communists 
of recent past bitter experiences with them, of world strategic signi. 
ficance, would say that this is an area in which the worldwide program 
with which we are here concerned should intensify and alert its efforts 

So in the program presented to you, Mr. Chairman, you find as th, 
first country in the list, China, Formosa. 

Senator Dirxsen. Governor, if it is of no inconvenience I always 
like to work around the periphery. ; 

Mr. Strassen. All right. 


PROGRAM IN JAPAN 


Senator Dirksen. Do you mind if we start off in Japan? 

Mr. Strassen. Not at all. 

Senator Dirxsen. You have a program limited entirely to military 
assistance for Japan. 

Mr. Strassen. That is correct. 
the detail on Japan. 

Senator Dirksen. You may want to give us a little additional 
information with respect to the development of Japanese defensive 
forces in view of the difficulties we had there because of the limitation 
of the Japanese Constitution. I presume there has been some change 
since the last year, and you may want to highlight that just a little 

Mr. Srassen. Yes. Under this present government of Japa: 
some very significant action was taken. I might say not without 
some difficulty. 

Notwithstanding all opposition attempts, the Parliament did take 
the action necessary to ratify the military assistance agreement with 
the United States, and to move forward on its own defense forces 
So that now a military assistance group is working actively with 
Japan in establishing military forces to follow through in the self 
defense of Japan. 

So we are now beginning in this program the furnishing of certai 
hard goods—certain military items—to those forces. You will find 
the program on page 295. 

Senator Dirksen. Actually what is the authority that Japan now 
exercises with respect to building fighters, bombers, armored equip- 
ment, and so forth, and is she actually engaged in it? 


That will be found on page 295 of 


DEVELOPMENT OF JAPANESE DEFENSIVE AIR FORCE 


Mr. Strassen. She is not actually engaged in it at the present time, 
but she is just in the process of arranging for licensing rights from 
United States aircraft companies, under which it is envisioned that 
she will pick up and carry forward the building of her own defensiv: 
air force at her own expense in the future. 

Senator Haypren. There is no question of the skills of the Japanese 
to do this? 

Mr. Strassen. I can verify that by close hand observation, just a 
little over 10 years ago. Of course, leaving Japap as a vacuum up 
against the Soviet would be the most unwise United States policy. 
We do wish to see Japan in a position of being able to defend herse!f 
and to contribute to the strength of the non-Communist world, and 
on a basis of minimizing the use of United States personne and 
United States Armed Forces. 
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| should also point out, Mr. Chairman, that this bill will confirm 
the previous giving to Japan of certain United States Army equip- 
ment which was turned over by the United States Army forces as 
y began their own police forces. This does not require an appro- 
riation, but there is in this bill, which should be specifically called 
the attention of the Congress, in effect an approval of the transfer 
Japanese armed forces for internal 
rity purposes originally by the United States Armed Forces that 
located in Japan. 
Senator Dirksen. Insofar as you know, has Japan been successful 
‘taining export-import loan to cover phosphate rock and other 
necessary to carry on agricultural peor over there? I 


now that was in the mill but I have lost track of it over a pe riod of 


hincs 


AGRICULTURAL PRODUCTION 


Mr. Strassen. She has much improved her agricultural production 
except for certain floods that caused rice crop failure. As to the 
specific fertilizer that you refer to, I do not have it. I will furnish it 
the record. 
Senator Dirksen. They would not be in here. That would be in 
nature of an export-import loan that they were seeking to nego- 
» to cover that, and several other items. I was reasonably aware 
t some months ago but whether or not it has been consummated, I 
not know. 


Mr. Strassen. I will check it and put it in the record, I am not 
are as to whether or not it has been completed. 
The following information was supplied:) 
Export-Import Bank advises that no loan has been made to Japan for the 
ase of phosphate rock for agricultural development. The fact is that as of 
late no application has been received from Japan for such a loan 


Senator Haypen. Is it true that Japan is a rice importing country, 
that it does not grow enough rice to supply its own people? 

Mr. Strassen. Thatis true. Japan is now importing a considerable 

ount of rice, particularly so this past year when the floods caused 

partial crop failure in Japan. 

Senator Haypren. Where does that rice come from? 


Mr. Strassen, It comes from the Philippines and Thailand and 
Burma. It varies according to the crops of other countries, and which 


sina position to export. 


Senator Tuyr. Last fall they were shipping from Indochina. They 
were shipping from Saigon. 
Mr. Strassen. Yes; from the southern area of Indochina. 
Senator Tarr. The ‘vy were shipping much rice right out of Saigon 


December of last year. 
Senator HaypEen. The loss of the rice-growing region to communism 
ould have a very adverse effect on Japan. 


JAPANESE FOOD PROBLEM 


Mr, Strassen. Extremely adverse, because they have a population 
87 million people, a density of 610 per square mmile, and their agri- 
[tural land is only 18 percent of their area. In other words, it is a 
ery mountainous country, so the agricultural land per capita is two- 
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tenths of an acre. That will give you some sense of the food problen 
In the Far East as a whole the rice production has been increas; 
so that there is not currently a rice shortage. But if you cut off a 
major rice-producing areas, you can get into extreme proble ms. 
Senator Haypen. I was told in Tokyo that we were ve ry foolish 
this was by a graduate of Stanford Unive rsity, by the way—to s] 
our time in the United States in growing grass and feeding cat 


and going through all of that to get a protein food, when you can ¢ 


out in the ocean and get fish. 

Mr. Strassen. Of course, as you know, fish and rice are the bas 
diet of Japan. 

Senator Tyr. That was rather interesting. Just outside of S 
gon—this is while the chairman has had to leave the room momen. 
tarily—the technical assistance program conducted by the Unit 


States was rather far-reaching in this respect. They were e xperiment- 
ing with fish na hatching the fish, developing them, putting th 
out into the so-called irrigation and drainage canals, and they wer 
growing a fish right in the rice paddies at the same time they wer 
producing their rice. So when the season went on, they not onl) 
their fish to simply net right there in their canals in and about th 
rice paddies, but they had their protein as well as the rice. It was 
one of the programs that had a keener interest among the people in 
and about the city of Saigon than much of the other programs thai 
we were conducting. 

The two programs that were outstanding, as I recognized the publi 
interest, were the health measure and the health center conducted 
as an educational project in Saigon, and the other was our fish rearin 
ponds that we were introducing to the natives there. That in itsel 
would do a tremendous amount of uplifting, and in the general schem: 
of things in those densely populated areas in that the ‘vy are able t 
produce the food right there, that is, the high protein in the form of 
fish life along with their rice production. 

LACK 


OF REFRIGERATION FACILITIES 


Mr. Strassen. You are a keen observer, because you are entirely 
right that that fish production has excited a lot of interest. Ther 
are a lot of fish in the sea, but when you get away from the sea, ther 
are no refrigeration capac ities to move the fish inland, or to take care 
of them. Consequently, 
these little ditches and puddles have been planted and are expanding 
up inland and creating a lot of excitement by the people, because as 
you say, they can go out and harvest their rice and catch the fish, 
and have their complete menu right there. 

Senator THye. 
keener interest to demonstrate what they were doing when you got 
out on projects like that than you could have imagined or believed 
The same thing was true up in India, when you went into the back 
country and you got into some of those small villages and came 
directly in contact with the natives. You found their interest in the 
development of a sanitary water supply, the development of some of 
the other community centers where they would have one place to go 
to get their sort of general welfare training and education. You found 
there you were de veloping what was in a true sense an interest and a 


these quick-growing fish that will grow in | 


They showed a greater amount of enthusiasm and a 
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feeling toward the U nited States, a feeling of acceptance, and no 
» of suspicion. They were ready to weep on your hand, so to 
- the older people, when any Hainéd that you were there making 
an observation of some of the things that were done to assist them 
technical assistance program. 
‘ir. Chairman, we were just getting over a little bit while we were 
ig for your return 
senator Dirksen. Thank you, sir 
\ir. Srassen. We have pretty well covered Japan, except this, that 
ntly there is quite a problem how Japan does earn her living in 
ext years. She had a very high earning off our United States 
{rmed Forces in the Korean war. That is decreasing now. Conse- 
tly, Japan now has balance of payments troubles, 
Discussion off the record. 


TRADE WITH RED CHINA AND RUSSIA 


Senator Dirksen. Governor, one general question about Japan. I 

t assume that there has been some resumption of trade between 
Japan and Red China, and perhaps between Japan and the Soviet 
Union, notably in such things as coal and other things, maybe soy- 
beans. Have you any comment to make on that? 

Mr. Strassen. Yes. There is some trade between them, but Japan 
has been strictly living up to the strategic controls and the tre ade is 
not extensive, and is not at all in strategic goods. We will have 

problem, of their future ede relations and what kind of goods 
they can trade, in the future period. 


KOREAN ASSISTANCE 


Senator DirksEN. Now, we might swing up to Korea in line with 
vour suggestion. The first thing I notice here is fiscal year 1955 
there is only a modest amount of military assistance. I would assume 

hat is due to the fact that they are getting direct assistance from the 
troops and the Military Establishment that is in Korea at the pres- 
ent time. 

Then in addition you have a general program of $230 million, and 
an item of $22 million for UNKRA. That is our contribution to 
N. for the reconstruction work. And another item of $18% 
million—no, that is a deduction. That is unobligated balance. 

Mr. Strassen. That is right. 

Senator Dirksen. You might tell us about the general program in 
Korea, and what the general state of the economy is at the present 
time. 

Mr. Strassen. Yes, Mr. Chairman. You are correct that in the 

eal armed forces buildup in Korea, it has been carried on by the 
U nited States Armed Forces. This amount here for military assist- 
ance is really the officer-training program for the Korean Army. 

Senator Dirksen. That is a training item? 

Mr. Strassen. That is a training item entirely, I believe, General 
Stewart? 

General Stewart. Yes, sir. It is to pay for the training of those 
people sent to the United States to go to school. 

Senator Dirksen. Those are native Koreans? 
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General Srnwarr. Yes, sir. They may be officers and some non. 
commissioned officers, but they come here to go to school. 

Senator Turn. All military personnel? 

General Srewarrt. Yes, sir. 


EDUCATIONAL EXCHANGE 


Senator Tuyr. Have you any educational exchange that would not 
come under your program, but in general there is some of that being 
carried on, too, so you get a civilian buildup along with your military 
training there? , 

Mr. Strassen. Yes. What we are doing there is of special interest 
Under our reconstruction program, we are assisting in the reestablish. 
ment of the universities and schools of Korea. We have a contract 
interestingly with the University of Minnesota working with the 
University of Seoul, to reestablish their education, their engineering 
their agriculture, and so forth. Two of the deans of the University 
of Minnesota flew over to Korea and made the arrangements. 

We also have on the vocational schools a contract shaping up with 
California Polytechnic, to help them get their vocational schools 
going to train their craftsmen. Some of them will come over here on 
the student exchange program. 

In the overall, on the reconstruction of Korea, we have made sony 
headway. We have also had a lot of problems. One of the most 
difficult problems is the one of how you manage the program. There 
is an understandable wish on the part of the Korean Government 
that we turn the money over to them and let them handle it. You 
have a certain amount of that problem with any government. We 


have explained carefully that under the requirements of Congress, | 


and the expectations of the United States Government in supervising 
these programs, that we must run them according to those rules, and 
that means we cannot just turn over millions of dollars to another 
government for them to use as they see fit. It has to be a joint pro- 
gram, 

‘ rr ry > 

Senator Tuyr. That was one of the questions. 

(Discussion off the record.) 


REFORESTATION AND IRRIGATION 


Senator Tuyr. You do have some projects in Korea where you are 
trying to reforest those denuded mountainsides that the Japanese had 
taken all the vegetation off, and the natives in their endeavors to 
either find a fiber or a fuel of any kind, they not only raped, but they 
dug the very roots out of the ground from the stumps of the trees. 
So you have some of those projects underway, too. 

Mr. Strassen. That is right. 

Senator Turn. And you have some irrigation projects under way 
in the way of inexpensive earthen dams underway last fall where you 
were going to eliminate some of the disastrous floods that had occurred 
in generations back, and at the same time give a greater assurance of 
production through irrigation. Those are projects that are all in- 
volved here in these funds, are they not? 

Mr. Strassen. That is correct. During this past year the funds 
have gone about one-half for the capital reconstruction of South 
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Korea, and about one-half to meet immediate needs for goods for the 
mers, so to speak. With the program that had been previously 

| forward by the United States Armed Forces, as a matter of 
civilian relief, and which has done excellent work on the feeding 
population, on the controlling of epidemic diseases and im- 

ment of health and building on that in a coordinated program 

the economic coordinator who is the FOA mission chief, but ts 
inder the command of the United Nations general there, General 
[It has all been brought together in a reasonably coordinated 
It is always a problem when you have so many facets to a 

S tion, and also when you have a rather new government to work 


DELAY IN FUNDS EXPENDITURE 


nator DworsHak. Was there not quite a delay, Governor, = 
ling most of the funds there in the final months of the fiscal ye 
ad of spreading it out over the entire year? 
r, STASSEN. That is right. 
nator DworsHaKk. What was responsible for that? 

\Mr. Strassen. Twothings. First of all, the insistence of the Korean 
Government that they wanted a different exchange rate that would be 

e favorable to them, and that they wanted more control over the 


inds. 
We held firmly to what we considered to be good business practices 
proper reflection of United States interests. So that the agree- 

ment was not signed until December 14, 1953. There was quite a 

riod of time when they were refusing to sign up unless we turned the 
money over to them, and so forth. 

Then after the agreement was signed, certain parts of it moved 
head quite rapidly, but other parts did not, for this reason, 


REESTABLISHMENT OF ELECTRICAL ENERGY 


One of the most important things was reestablishing their electrical 
energy, which had been more or less all blown to pieces. As I recall 
they were temporarily served by two huge power barges in two of the 
ha rbors. 

General Marquart. Yes, there are two power barges. They have 
a joint capacity of about 30,000 kilowatts, and they cost about a million 

ollars a month to operate. That is the reason we want to get rid of 
the barges and turn over to your program the development of fixed 
power. 

Mr. Strassen. This is General Marquat, and he reports an impres- 

[ had, that the electrical energy in Korea is being temporarily 
supplied by two huge power barges that cost about 1 million to op- 
erate, and they are the source of power. 

Of course, any country that is being built up, the reestablishment 
of their power energy is crucial. In this instanc e, most of the hydro- 
power was in the northern half of the country that is under Communist 
domination. 

So we insisted that to rebuild their power in a proper way it would 
require able engineering supervision, and a contract that would pro- 
vide for the training of the Koreans to operate the finished job as well. 
This caused some problem with the Koreans, and finally not until the 
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7th of June this year was the contract signed with the Bechtel 
vho, [ believe, are one of the outstanding engineering firms e taking tl 
United States, and have done many huge jobs, for this purpo dollar 

They have now the contract with Korean approval There 3 4 you witi 
lelay because we wanted Korean approval, but vet we did not it had acti 
to yield on what we considered a wise and careful managem«s of devastatiol 
the power 


roops we 


Wik 


\RRYOVER OF FUNDS 


Senator Dworsn Did you have much carryover of funds on Senator Dr 
10 because of the delay? e amount 
Mr. STAssEN Y es \s far as inexpended funds are concer | I HiuiLAatLor 
ve have about $170 million because most of this has been contract Mr. STASS 
Dut not spent We do not have any unobligated funds KC AC expel 
Discussion off the record General M 
Mr. S EN. Vi ci eel we have businesslike agreements Korea bue 
th outstanding firms of hich ealive *to supervise these various th year Was 
r of abo 
OTAL EMPLOYEES IN KORBA lion. Th 
enator D 
senator DworsHak. How many employees did you have in K \ir. STASS 
inder your supervision on June 30? General M 
\Ir STASSEN We have 25 ROA personnel in Korea on not i 
Senator Dwo HA} Just 25? ' and $ 
Mr. Strassen wenty-fivi \rmy specia 
Senator Dw SHAT \re vou utilizing native labor? We carry fi 
Mir. S \ are itilizing the | nited States Army and cord ot th 
lief organization na we ire LUIZIN the United Nations ( enator I 
ho were u Ler ram? 
Senator Dwi sHAK. What do you mean, the United States A: (;seneral ) 
Have the y! heir re f assistance program? the $25 mull 
\ STAS ‘O, they are phasing out of it, but thev have ear 
m very fectively two things (ne vhat is called KCAC (Kor 
Civilian Assistance Command), and that was the command that t: 
»>KeeD Loe Di pie reasonad fed behind the nes where the heht senator | 
as going on General } 
Senator DworsHak. Are they still operating? eyment of 
Vin STASSEN Chey are still operating, and thev are now bro That segm 
nder this tur or this next fiscal year persons for 
bility. Th 
ONSTRUCTION OF SCHOOL FACILITIES the gomg e 
J re ment in wh 
™ Naor 1 HY if | might interrupt at that point ist for the sa ' ltisa resp 
4 telling Senator Dworshak, and I think Senator Dirksen was « Pe technical s 
here, that nothing impressed me as n h as to learn last Decem| breaking oO 
hat the Americar roops had taken out o their own pockets over Senator 
lion dolla Sand put u owards econstructing school-building 1a ot them fr 
es In one ¥ llag at l Was at on a cold blustery day, the mason General 
vork going up of granite stone and local masons laying the ston persons fre 
vith American. supervisior is evident all about that bombed-o ‘Sth paral 
mun his ‘h was being built in a kindergart: ou know. 
chool building ou heavy granite block, and you had the lo Senator 
school bu lding that was housing several hundred schoolchildren, in this pro: 


i block away ind when you saw that you realized what the Ameri 
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ech te , ops were doing to build those war-devastated centers They 
Biit pking the money out of thei own pockets The vy made several 
Irpo dollars of contributions on their own It was unbelievable 
ners vou witnessed it with vour own eves, because vou did not know 
ite iad actually happened to that countryside, because of the years 


ren tation by war 


EXPENDITURI FOR KOREA CIVIT RELIEF 


itor Dworsuak. I am glad to hear that I would like to have 
ount of money spent by the armed services over there in theu 
ne itation program during the past fiscal year, 
ont | STASSEN. General Marquat can give it to us What was the 
C expenditure? 

General Marquat. KCAC administered the $80 million civil relief 
ent ea budgeted appropriation The actual appropriation {01 the 
us U ar was $58 million, and we had a carryover from the previous 

of about $22.6 million, leaving a total available fund of $80.6 
». That was administered—l can give you a breakdown 
tor DworsHak. | do not want a breakdown 
I STASSEN. 80.6 and how much was spent? 
Al Mi RQI I The obligations were $68 million but of the $12 
not reported obligated $9,896,422 is held for unfilled require 
ind $2.135.000 for ocean transportation chat for the Kighth 
special assistance program Thus the $12 million is all pledged 
vy funds as unobligated until the Army comptroller gets a 
of the consummation of the contract 
itor Dworsnak. FOA has nothing to do with supervising this 
(;seneral MARQUAT They did not in 1954 In 1955 the funding of 
$25 million program will be entirely under FO 
ARMED SERVICES PARTICIPATION 
enator DworsHak. The armed services quit on June 30, 1954 
General Marquat. They did not quit. They will administer a 
ent of the program for 1955, under an arrangement with FOA. 
: 'hat segment of the program is to relieve some 2 million destitute 
ons for whom the Korean Government does not assume responsi- 
They are war-displaced persons who are not reabsorbed in 
oing economy of the Republic of South Korea That is a seg- 
it in which it is considered a disease and unrest threat may develop. 
[t is a responsibility of the military while it remains in Korea under a 
ee technical state of hostilities to Keep this disease and unrest from 
ee 
eaking out 
Senator DworsHak. Are those all South Koreans, or are there some 
of them from North Korea? Are they displaced refugees? 
re General MarquatT. Some are refugees and some are displaced 
7" evsons from the northern part of South Korea—too close to the 


th parallel to operate their industries or businesses or farms. As 


iu know, Seoul is pretty close, and it was in the militarized zone 
Senator DworsHak. Is President Syngman Rhee cooperating fully 


this program supervised by the armed services? 
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General Marquart. Yes, they have, primarily because it is largely 
& giveaway program, although we do sell as much of these goods 4 
possibly can be purchased by this partially indigent segment. They 
have some money and by getting funds from those to whom we eq; 
sell goods, we provide the indigenous financing of the administratiy; 
expenses. 
USE OF SURPLUS COMMODITIES 


Senator DworsHak. Have you used any surplus commodities over 
there? 

General Marquart. They have been used throughout. 

Senator Dworsnak. In sizable amounts or sparingly? 

General Marqurr. Most of the imports of grain, coffee, medicines 
and certain end products have come from the United States. 

Mr. Strassen. There was $33 million in our program of food d 
1954, and we anticipate $22 million in 1955. I might say on pag 
297 of the book, Senator, you will see that we have included this 
ECAC money in the overall 1954 total. It shows $280,256,000 
what we had in 1954, and that is our $200 million plus the $80 millio: 
that General Marquat just reported on. 

Senator Dirksen. That is the total amount? 

Mr. Strassen. That is right. 

Senator Haypen. What do they use for fuel over there to genera 
power? 

Mr. Strassen. Coal. They have anthracite coal. They have not 
developed their mines sufficiently. There has been some import o| 
coal, I think about a million tons import, but the rest has been + 
own fuel from their own coalfields. 


CONSTRUCTION, MINING, AND CONVEYOR EQUIPMENT 


Senator Dirksen. Governor, there is an item here for construction 
mining, and conveying equipment. Is that designed to speed 
coal production? I see the amount is $32 million plus. 

Mr. Srassen. That is correct; coal and tungsten. Interesting 
there is quite a deposit of tungsten in Korea, and it has been a valuabl: 
source for the United States for tungsten. Our stockpile now is 
better shape on tungsten. We are not buying as much tungsten there 
as we formerly did. But their coal supply is also being enlarged. | 
might characterize the total program this way: South Korea was 
one of the most destroyed countries that had ever gone through a wai 
for its size. As you remember, the war went back and forth across it 
Then it is cut off from the northern part that had the fertilizer plants 
and the hydroelectric plants. It is of course United States policy 
as you know, by peaceful means to seek the reuniting of all Korea 
but at the same time our program is designed so that the Republic o! 
Korea can become an economically self-supporting and rebuilt country 
in 3 or 4 years of time. 

At the same time I should make it very explicit that if the dangers 
of the Far East cause the United States to decide that there should 
be increased numbers of divisions of Republic of Korea troops or 
increased air forces, that we may have to enlarge somewhat the $230 
million during the year. We may in fact have to tap some of these 
flexible funds from Southeast Asia to further strengthen Korea if 
the tension seems to move up that way. 


Senator Du 
hat is negotia 
\r. STASSEN 
Senator Drri 
\ir. STASSEN 
Senator Dir 
sav it was 30,0 
\ir. STASSEN 
supplying now 
million & year | 
Senator Dir 
\ly own obser 
o do was to ¢ 
over here. It 
the ridges and 
ion, it becom 
Discussion 
Senator Dir 
vhat Senator’ 


The slums 
dren, has son 
structures the 

General Mz 
though a ca 
out a number 
is part of its | 
the $80 milli 
and institutio 

ir fires of as 
been followec 
ceptible to d 
destruction, 
been more iD 
FOA progral 

itilizing a sp 
cement bind 
minimum cos 


Senator D 
other count! 

Mr. Sras: 
money only 
mately 65 pe 
Canada is uf 
fairly well. 

One of thi 
that we bav 
relative pert 








is | 


£00 


n 
st 


MUTUAL SECURITY APPROPRIATIONS, 1955 155 


BECHTEL CONTRACT 


senator Dirksen. One question about the Bechtel contract. 
is negotiated contract, I take it? 
STassEN. That is correct. 
senator Dirksen. It is on the basis of cost plus a fixed fee? 
\ir. Strassen. Cost plus a fixed fee. 
Senator Dirksen. The wattage that will be developed, did you 
was 30,000 or 40,000? 
StassEN. No, 100,000. The 30,000 is what the barges are 
ying now, that is, these temporary barges that are costing $3 
n &@ year to operate. 
nator Dirksen. I want to ask General Marquat one question. 
own observations there led me to believe that the practical thing 
lo was to generate on a smaller scale than we are accustomed to 
here. It would occur to me that you could impound water in 
idges and valleys. But the minute you get into big-size genera- 
it becomes a little too much for the people over there. 
Discussion off the record.) 
Senator Dirksen. I want to raise one other question prompted by 
ut Senator Thye said. 


SLUM SITUATION AT PUSAN 


: slums at Pusan occupied mainly by refugees and refugee chil 
has some start been made now toward the development of 
tures there that will relieve that situation somewhat? 
neral Marquart. Yes, sir; there has been. The Pusan fire, 
ough a catastrophe, also proved to be a blessing in that it wiped 
a number of these very decrepit types of houses. The 8th Army 
art of its special program, utilizing the $15 million extracted from 
$80 million funds, has concentrated largely on private housing 
nstitution restoration in the Pusan area. There have been simi- 
res of a smaller nature in Seoul also, and the same procedure has 
followed. Naturally these types of habitation are more sus- 
ble to destruction by fire and they always suffer the greatest 
truction, and therefore the first repair. The Army’s effort has 
n more in the nature of a temporary relief of homeless and the 
FOA program takes over the development of fixed private housing, 
lizing a special ‘“‘earthcrete” process of mixing native earth with a 
ent binder resulting in a very satisfactory type of house at a 
nimum cost. 
UNKRA PROGRAM CONTRIBUTION 


Senator Dirksen. Governor, on the UNKRA program, are the 

er countries current with their contributions to that program? 

Mr. Strassen. Yes, within these limits. We are putting im our 

mney only so fast as the others do, and our matching at approxi- 
mately 65 percent. Britain just put in about 2 million pounds in June. 
Canada is up to date. Some of the other countries are coming through 
fairly well. 

One of the reasons that our request for appropriations is reduced is 
that we bave a carryover because we have declined to go above our 
relative percentage. We have felt this. There is a great value in a 
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United Nations approach to reconstruction, but that value tends | 
be lost if the United States pays too high a percentage of the Un 
Nations bill. We know this committee has had its views expres Ss 
very affirmatively on that, and we have been trying to carry it oy 
on that basis 
Senator Dirksen. Are there any 
If not, General Stewart, 
General Srewarrt. No, sit 
Senator Dirksen. Then suppose we go to Formosa. 
Mr. Strassen. Yes, Mr. Chairman. Formosa is another 
important points. 


other questions on Korea? 
have vou anything to offer on this iten 


one of th 


IMPORTANCE OF FORMOSA 


Senator Dirksen. Governor. 

little predicate here, for fiscal 
called for a substantial sum. 
direct forces support, and $65 
$2,425,000 for technical coopers ation. 

I do not mind saving in connection 
believe Admiral a fhe 
Indochina being what it is, Formosa assumes greater importance thar 
ever before, and probab by is an area that deserves some real consid: 
tion on our part. If we did have to fall back, it would be some eine « ( 
a bastion in the Okinawa, and the Philippines, and i 
becomes a real outpost in every sense. 

Mr. Srassen. That is very correct, 


if you will bear with me a little to la 
1955 the military assistance accour 
In addition there is $25 million fo 
2,575,000 for defense support, an 


therewith, Governor, that 
n the idea, that the situation 


de fe ‘nse of 


Senator. I might comment 


opening my report on Formosa that this committee expressed itself 


in two ways last year on its alertness to the Formosan situation. 
was to provide in the law that the amount for 


On 
Formosa shall bi 


maintained at a certain level, and the other way was to express itself 


in its report on certain other aspects of the economic program. 
(Discussion off the record.) 


DEFENSE SUPPORT 


Mr. Strassen. On the record. 
We did raise the defense support for Formosa in fiscal year 1954 t 
$81,822,000 by adding in an extra $5 million of agricultural peadwct ts 
which we financed out of some money we transfe rred out of the Nea: 

East this last vear in order to build up that total. 

For fiscal 1955, you have correctly described the amounts we ar 
requesting, and it may well be that in the unfolding situation it will be 
necessary to add something to Formosa and which is from a United 
States interest to add something to it out of funds that would othe: 
wise be used in the Indochina war. 

AUGMENTATION 


OF NAVY 


Senator Dirksen. First of all, Governor, what is your notion about 
additional funds there to augment the Navy, such as it is, that they 
have at the present time? There is a patrol operation there, for one 
thing. Formosa lies so close to the Chinese mainland, for another, 
they are almost dependent upon a reasonably adequate Navy conso- 
nant, of course, with the size of the country and the population. My 
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estimate of the situation is that some additional effort should be made 
. that particular direction. 
\ir. SrasseN. That may well be. At the present time, there are 
t any more naval combat ships in the program, as I recall it, although 
the amount is not broken down. Perhaps General Stewart can give a 
comment on this. It is on page 267. 











SHIP DELIVERY 






General Srrwart. There are no additional ships included in the 
posal for fiseal 1955. As you know, we are just in the process of 

ering some ships authorized by a special bill of the Congress, but 
rehabilitated with funds appropriated for MDAP. At the present 
e. that is all we are in the process of doing, 









Diseussion off the record.) 
Senator Dirksen. How many remein now under the 1954 program 
delivered? 
Captain Ropimon. That is ell of that type ship that have been pro 
med. The bill itself permitted more ships, but the decision was 
ade that we will see how these ships are operated before additional 











vould be considered. 
Senator Dirksen. What is that item for? 
lt is marked ‘materiel,’ but you say there are no vessels included 








MARINE CORPS EQUIPMENT 


General Srewarr. It is the modernization of equipment, main- 
tenance, spare parts, war reserves, and training ammunition, and 

irine corps equipment. 

Senator Dirksen. You are speaking now of the marine corps 

l‘ormosa? 

General Srewarr. Yes, sir. They are partially equipped by this 
rogram the same as the other forces. 

Mr. Srassen. I might say in this matter of the interest in the 
navy of the Chinese on Formosa, off the record. 

Discussion off the record.) 

Senator Dirksen. That would cover military assistance pretty 
well 


DIRECT FORCES SUPPORT 


Now, Governor, what about direct forces support, $25 million? 

Mr. Svassen. With this size of a force on the relatively small 
island of Formosa, it is absolutely essential that there be some econo- 
mie back-up to give any kind of a living diet to the people and any 
kind of stability to the economy. We are recommending for the 
fiscal year 1955 there be what we call direct forces support of $25 
million, that is, commodities that will sort of directly be used by the 
forces, but are rather of civilian nature; and the suppert of the economy 
of $62,575,000, which will partly be agricultural products, but which 
will help the economy. These we would consider to be very minimum 
figures, just really to keep them in reasonable shape while they back 
ip the armed forces of this size. 
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Then we have a small technical cooperation program of $2,425,000. 
which is in the field of some of the educational training and vocational 
activities. 

Senator Dirksen. It would occur to me that the defense suppor 
and direct forces support could well be increased to make sure that 
not only should their economy remain solvent, but that there wil! }. 
no concern over there. Because if we do have to fall back there one 
day, it would be well that the 10 million people on Formosa would 
be in a good frame of mind, for one thing. 

It takes on, in my judgment, real importance because of the even- 
tualities in Indochina. I do not know whether you concur witb that 
sentiment or not. 

Mr. Strassen. Of course, the figures we have worked out in these 
budgets are conservative figures, carefully worked out with an inter. 
departmental agreement. It is clear that the tensions are rising in 
that part of the world. 


SURPLUS COMMODITIES 


Senator Dirksen. What portion of the $62 million would be section 
550 surplus commodities? 

Mr. Srassen. We find that breakdown on page 265, and you will 
see there that we anticipate that of this total, there will be $25,745,000 
worth of food. It would not all necessarily be agricultural surplus, 
but food of some form, 

Senator Dirksen. Of course, there is a limitation on precisely what 
they can use, because their diets are a good deal different than ours, 
But for instance, if we had a surplus soybean stock and soybean meal, 
or course Oils are a very necessary component of the oriental diet. 


SUGAR EXPORT 


Senator DworsHax. Where do they export the $90 million worth of 
sugar they produce? 

Mr. Strassen. Considerable to Japan. They carry on quite a 
trade with sugar for manufactured product with Japan. 

Senator Dworsnak. Can you tell me why chapter 2 and 3 funds, 
amounting to $87.5 million, are carried in title I instead of under title 
II for development and assistance? You have indicated that these 


millions will be used precisely for what development assistance is | 


earmarked for in the Near East. Is that not true? 

Mr. Srassen. They are not precisely the same. 
ters sort of merge from one toward the other. But our prime reason 
for doing it is a military objective. In other words, the prime reason 
for putting in more money behind Formosa is the fact that we want 
to see them maintain substantial armed forces. 

Senator Dworsnak. Is that not the primary objective of your 
title 11 funds of $215 million in the Near East? 

Mr. Strassen. No, it is not. In the case of development assist- 
ance, it is a matter of the overall security and preventing countries 
from going into communism, and it is not a matter of backing up 
armed forces. 

You see, in the case of Egypt and in the case of Israel, we are not 
backing up armies that are linked into NATO or anything of that 
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We are just trying to keep the countries from slipping down 
» economic chaos and inviting trouble. 


FORMOSAN MORALE 


nator DworsHak. What is the morale of the people in Formosa? 
\re they extremely friendly to the United States, or is there any indoc- 
ation or infiltration of communism? I suppose the Reds from the 
nland of China are constantly working to infiltrate their philosophy 
mg the citizens of Formosa. 
Mr. Strassen. The Communists have been working on it con- 
uly, but there is every indication that the security measures 
n by the Chinese Nationalists are very effective. They locate 
subversive elements and deal with them very decisively. 
Senator Dworswak. Are there any other Chinese who are loyal to 
Nationalist Government with the exception of those on the island 
Formosa? 
\ir. SrassEN. The overseas Chinese in many of the other countries 
Asia are showing an increased friendliness toward the Chinese on 
Formosa. They have had some meetings and assemblies in which 
ey have invited back overseas Chinese and have had an increased 
terest in the Chinese Nationalist Government. 
senator DworsHak. It just occurs to me that since the population 
China is in excess of 400 million, and you have 10 million Chinese 
on Formosa, and we are building up hopes that we can withstand the 
communistie trend of the 400 million people 
Mr. Strassen. It depends on how many of the 400 million wish to 
under the Communists. There are some indications that a lot of 
them wish they had never seen a Communist. 
Discussion off the record.) 
Senator Dworsuak. On the record, the reason I pointed that out 
; because it seems to me we are expecting an awful lot of resistance 
from 10 million Nationalist Chinese on Formosa if and when the red 
Chinese leaders undertake any kind of aggression aimed at Formosa. 
What can they do without all-out United States assistance? 
Mr. Strassen. There is a unit out there in that part of the world 
led the United States 7th Fleet. 
Senator Dworsnax. I just said, what can they do without our 
assistance? 
POSSIBILITY OF DEFENDING FORMOSA 


Mr. Strassen. I think it would depend upon units that were brought 
into an assault from the mainland if that occurred. The mainland 
does not have much in the way of landing craft, either. So as far as 
them attacking Formosa, that is a matter that involves the United 

States 7th Fleet and involves the defensive forces. 

Senator DworsHax. Governor, I am not trying to embarrass you 
or anything, because I know you are not responsible for the diplo- 
matic phases, but as we see the effective work which has been done 
by the Red C hinese in Indochina, then we wonder to what extent they 

an be resisted if they should make Formosa their target. 

Mr. Strassen. Let me say, I accept full responsibility along with 
the whole executive branch under the President’s direction and the 
leadership of the Secretary of State for policy, but there is every 


50226—54 


11 





i a 











160 MUTUAL SECURITY APPROPRIATIONS, 1955 

indication that Formosa and the forces on it are an important, fre. 
world asset. As Asian armies go at the present time, on the free-worl 
side, the divisions in the Republic of Korea and the division 
Formosa are the two largest forces. 

Senator DworsHak. Theoretically, what you say is-true; but Wha 
has Formosa done while our boys have been fighting and dying 
Korea, and the French in Indochina? 

Mr. Strassen. You will recall that Formosa offered to send troops 
to Korea, and it was decided at that time not to receive them. | 

Senator Dworsnak. That is what I was trying to elicit some info 
mation on. I am not quarreling with the making of Formosa a hue 
fortress, because I am not a military expert in any sense. I am 
wondering if we should continue indefinitely to invest money. 

EXPENDITURE IN FORMOSA 

I understand we put a great deal of money in Formosa for 10 millioy 
Nationalist Chinese. Maybe they are friendly to us. But what hav: 
they done so far to help us? We have not given them an opportunit 
to do it yet. But what have they done to resist Red aggression 
that area? 

Mr. Strassen. The fact alone that they have thus far prevented th 
Reds from taking over Formosa by infiltration. 

Senator DworsHakx. Maybe they have not desired to do that yet 

Mr. Srassun. There has been no question that the Reds would lik 
to have Formosa. Second to that, they did immobilize large numbers 
of Communist troops who had to be over on the mainland opposite 
Formosa. In other words, all through the Korean war, the Chines: 
kept many of their best divisions out here opposite Formosa. 

You see, the Chinese Nationalists not only have Formosa; they 
have some islands that are quite close to the mainland. They do 
constitute somewhat of an uncertain threat against the mainland. 


ARMED FORCES PERSONNEL 


Senator DworsHak. What percentage of the 10 million people liv- 
ing in Formosa are in the armed forces? 

Mr. Strassen. A very high percentage. 

(Discussion off the record.) 

Senator Dworsuak. They have been in training for several years 
now. 

General Stewarr. Yes, sir. But there also has been some flow in 
there. People have come in to Formosa themselves, young men, to 
be trained, and some of the older men of the Chinese Army have 
been retired. 

Senator Dworsnak. Where do these youngsters come from? 

General Srewarr. They are Formosans themselves. 

Senator DworsHak. Just the accretions on the island, and not 
from the outside? 

General Stewarr. Those that did not go back to China went over 
there. For instance, on Formosa there are, between the ages of 15 
and 49, 2,615,000 males; and of those, 1,980,000 are physically fit 
So_ you see, there is a manpower pool that is not yet all in the army 

Mr. Strassen. It is one of these situations, Senator, where I think 
it is important that we be not too certain in either direction. In 
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words, it would be wrong for us to conclude that the Chinese 
Nationalists on Formosa were certain to be able to take over the 
inland of China in 2 or 3 years. On the other hand, it is also 
wrong to think that they are not a significant asset, because no one 
dor KnOW. 

senator Dworsuak. They have been immobilized ever since we 
have had trouble over there, for the last 3 or 4 years, or even longer, 

\ir. Srassen. That is correct. 

nator DworsHak. That is all, Mr. Chairman. 

Senator Dirksen. But every great operation requires a beachhead. 

\ir. Srassen. That is right. 

Senator Drrxsen. Here is a natural beachhead if anything is 
to happen over there. 
iscussion off the record 


POSSIBILITY OF FALSE SECURITY 


iator DworsnHak. I raised these questions primarily because I 
seen circumstances in the past where we have been lulled into 

a feeling of false security, and I simply want to alert our proper officials 
1 thorough realization that we do not want to deal in theories 
alone. We want to realize that if and when we face a crucial show- 
n, we want to be prepared to meet it, and not be caught napping. 

Senator Dirksen. | think MacArthur once described Formosa as 
a floating aircraft carrier, and I thought the description was rather 
apt, as a matter of fact. 

General Stewart. Mr. Chairman, I would like to add, in addition 
to what you say, if it changes hands you get a double effect. You 
do not have it, and the other man does. 

Senator Dirksen. Yes. And if you look at the map and see how 
trategically Formosa is located with respect to Okinawa and the 
Philippines, then you can see pretty well the hole it will make in our 
defense periphery in the Pacific. In my judgment it is of trans- 
endent importance, and is certainly worthy of generous treatment 
on our part, because I think it means everything to our Pacific defense 


INDOCHINA 


\re there any more questions about Formosa? If not, we will go 
on to that very explosive area of Indochina. 
| see, Governor, for military assistance we have for fiscal 1955 an 
estimate of $308 million-plus; plus $800 million for direct forces sup- 
port; and $21,485,000 for defense support; and a modest amount for 
technical cooperation. So that the overall estimate for Indochina is 
$1,133,000,000. 

Mr. Srassen. That is correct, Mr. Chairman. 

| should immediately indicate that while this is carried under Indo- 

hina, it is in the law under a very broad, flexible clause for the whole 
of Far East and southeast Asia. 

Senator Dirksen. Let me ask at that point, then, Governor, under 
the authorizing legislation as it stands today, you are in a position to 
dip into this general account for other purposes in Asia which would 
include Formosa, I take it? 


i i , 
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Mr. Strassen. It would. In fact, the President weuld have ay t] 
ity under the changing circumstances to use a portion of these h 2 
for any of the purposes that are within the congressional directin a 
the way from Korea and Japan down through the loop and over endl 
as Burma. That is the arc that is involved. It would take “a 
1 of these 11 countries. Ring, 
It really is a fund that is primarily directed at the present 
ward Indochina, but has within it the flexibilitv to |} " ed i a 
] of 11 countries. , — 
Senator DworsuHak. Including India? 
Mr. STASSEN. No; not including India. As far as Burma 
lhe way that is defined is that the definition of southeast \ 
begins at Burma. So it is southeast Asia and the western Pacit : 


JUSTIFICATION LANGUAGE 


Se at . > e , ‘ Tarn 7 ’ . > fo 
Senator Dirksen. Governor, I see in your Justification you car 
this language on page 274: ‘ 


With the many unes j i 
he many uncertainties that lie ahead, it is, howeve i 
Rp. né anes 8, however, essential that ther 
be - quate flexibility in the use of funds appropriated so that these a4 ' 
can be made to accomplish in southeast A r scifi. tha p 
i h outheast Asia and the western Pz > the p 

and purposes declared in the Mutual Security Act ere ran 

If that is fortified, of course, by language in the authorization act 
then certainly this amount, depending on what happens out the 
con a redistributed in proportion as the National Security Coun: 
and the Joint Chiefs of Staff and the President may very well indicat 
I think we ought to be certain that the flexibility and the autho: 
is there for that purpose. 

i | le a icant " P< tate 

Mr. Srassen. Yes, Mr. Chairman. It is there in the way in whicl 
the House passed the law, and it is there in the way in which 
Senate Foreign Relations Committee reported the law. So wu 
something comes up on the floor of horizing 
g ] floor of the Senate in the authorizing 
it will be there ae. 


ft 


oenator Du K SEN Now one or two rather interesting quest 
con _- mind in connection w ith Indochina, and I am going to address 
oo — to General Stewart Maybe we had better take this off 
the record ‘ K nu I 


Discussion off the record 


ae Dirks! N. Governor, of the $308 million for military ass 
ance for this account, $278 million, roughly, is pretty well specific: 
set out on page 281 

Mr. Strassen. That is correct. 


_ Senator Dirksen. I think you ought to give us some detail on t! 
$800 million item which is for direct forces support. 
General Stewart. Mr. Chairman, may I make a remark there? 
Senator Dirksen. On or off the record? 


General Stewart. On the record. sir. 


_ In reply to Senator Dworshak’s statement, I think it is v: 
-tFaent ¢ real) . ' ; i 
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yuld like to call attention to that map, and the distances on it, 
yw a southern advance there outflanks everything to the north, 
ng Okinawa, where we have large American forces, and Japan 
Korea. 
yuld like to show you one other map of the same area [indicating]. 
re the people that live out there. They live out there because 
ere born there. They haven’t got any place to go. All those 
to the right and below that red line are now on our side. They 
ven us indications—very strong indications—they want to 
itside of the sphere dominated by the Communists. Many of 
have already laid their necks on the block by siding with us 
example, the Japanese. Here we afe in a very bad situation 
this mass of humanity under the Communists on the mainland 
ip against them, 


NEED FOR CONTINUING SUPPORT 


we let them down now, or if we do anything that makes them 

that we are wavering in our statement that we are going to 
rt the free peoples of the world, they have no alternative but to 
their peace with the other man as fast as they can. 

hat is the reason I want to say the fact is that we have had troubles, 
maybe in the end we won’t succeed out there—but we certeinly 
not going to succeed if we turn and run now. ‘This is no time to 

end move out. This is a time to stand and fight. Every time 
tried to run in Korea, the Chinaman always gave you one hole to 
ut; but when you stood and fought and said, “Come get me,”’ 
couldn’t whip you. 

Senator Dworssak. Our boys did not do much running in Korea, 
eral, except when they got orders from top military commands. 
General Srewart. Yes, sir. I think this is the same situation. 
[ just want to get on the record that we must not talk about leaving 

n the pressure is on. 

Senator DworsHak. Amplifying that statement, do you think the 
ple south of that red line would be satisfied with material and 
pment and assistance of all kinds, or will they eventually demand 
bat forces from the United States to help implement the use of 

military equipment? 

General Stewart. I do not know, sir. 

Senator DworsHak. We ought to have some understanding. | 
ee with you that so far as dollars and military equipment are 

neerned, we cannot lose very much by making that investment. But 
nk it is very pertinent to know whether we are expecting not only 
send our dollars and our military equipment, but likewise our 


mbat forces, in order to do the eventual job. Maybe you do not 
e the answer. 


General Stewart. No, sir. 

Senator DworsHak. Maybe some of your superior officers have. 

it is one of the things. 

| am certainly not making the implication that we ought to run or 

t we ought to discontinue the investment of billions of dollars as we 
been doing in southeast Asia. So far as the psychology is con- 

rned, it is one thing to furnish dollars and military equipment, and 

s another and entirely different thing to furnish fighting forces. 

Mr. Strassen. That is right. 





[TUAL SECURITY APPROPRIATIONS, 1955 


TURKEY AS EXAMPLE 

[ think the best answer to that, Senator, is that in a place whe: 
you have built strength and the men demonstrate that they will fig| 
for their own countr y, you have shown firmness against the C ommu. 
nists. Turkey is one of the best ex: imples of that, “because right 
the war, the Soviets made all kinds of demands on Turkey and 
they wanted a part of their land and wanted the rights to the Da 
nelles, and we started to he ‘Ip the Turks rearm. 

Now as the Turks are strong and have a sizable number of divis 
a few months ago the Soviets actually sent them a note and said 
“We have no claims on the te rritory of Turkey,” and so forth, an 
really acted quite nice to them, which is a very marked change from 
the time when Turkey was weak 

That was accomplished without putting United States 
Turkey. It has just been training. 

Everybody is pretty clear, including the 
will stand up and fight ina use these guns. 
what the rest of the southeast 
more guns and more armament. 

Senator Dworsnax. I think somebody in charge of the State 
Department or the planning for military and diplomatic programs it 
this country ought to have at least a partial answer. 

Mr. Strassen. You have partial answers. You have answers that 
you are hopeful that it will work out. There are considerable indi- 
cations that the Thailanders will fight. They sent a small unit up 
to Korea, and they gave a pretty account of themselves, all 
things considered. 


troop 


that the 
No one can say for sun 
Asians will do, even if you give them 


Soviets, 


good 


PHILIPPINE CAPABILITY 


The Philippines are showing a very good attitude. 


They not only 
cleaned out the Communist 
President is standing up 


sent a good little unit to Korea, but they 
Huks in the mountains, and their new 
firmly. That is a favorable outlook. 

I described earlier how the Japanese were showing new intentions 
of rearming and defending themselves, and of course we know they 
wlll fight. 

Senator Dworsnak. But the only amount asked for 
assistance for the Philippines is in this bill, is it not? 

Mr. Strassen. That is right. 

If Indochina deteriorates, then you will have to put in more right 
away in the Philippines. But if you can hold them in Indochina, 
then the Philippines are quite secure. 

Senator DworsHak. I wanted to emphasize the fact that while wi 
acknowledge the fine defensive assistance we received from the Philip- 
pines, it has been done without dumping billions of dollars into thos 
islands. 

Mr. Strassen. That is correct. It 
battalions to fight 

Senator DworsHak. It 
have, without which there 

Mr. STAssen. 


military 


has been mainly the arming of 


is the will to fight which the 
can be no military defense. 
That is right 


Philippines 
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OTHER SUPPORT 


lace wh senator Dirksen. We might cover defense support, which is 
y will f uehly $21 million for Indochina. Those are the customary, com- 
e Comm non-use items for military support which are civilian in nature 

right Then you have $3,515,000 for technical cooperation. That will be 
Vy and ork you are doing there in the educational field and in the health 
he D; 

N Srassen. That is correct, Mr. Chairman. On page 279 of the 
divi itation book, you find that we are putting in a bit of fertilizer 
and ood, fuel, some machinery and apparatus of various kinds, certain 
forth, a materials, and some of the ocean-freight costs of moving these 
nee 


MOTION PICTURE INDUSTRY FOR INDONESIA 


troop 
senator Dirksen. One day recently, I sent a note either to you or 
the T Mir. Lloyd, with a clipping attached in which you were being charged 
vy for th setting up a motion picture industry in Indochina, Did I send 
rive the hat to you, Mr. Lloyd? 
\ir. Luoyp. Yes, you did, Mr. Chairman. 
the Stat Senator Dirksen. Was there any comment you wanted to make 
OgTam t? 
\lr. Luoyp. That was Indonesia, however. 
wers thiat senator Dirksen. We could just as well have a comment on it 
able indi- w while we are about it, since the question is raised. 
l unit w \ir. Strassen. That was a project that originated 3 or 4 years ago, 
elves, al nd it was directed toward educational film for Indonesia. I would 
we are reevaluating it at the present time. 
Senator Dirksen. What was the overall cost? I think they esti- 
lated it at $300,000. 
not onl Mr. Srassen. It was something like that. 
MINUS Discussion off the record.) 
nding 
COST OF WAR IN INDOCHINA 
nlentr 
iow thi Senator Dirksen. Governor, on the $800 million item, it would 
pear that the estimated total cost of the struggle in Indochina, 
milita fore all these recent eventualities happened, was $1,802 million; 


nd of that amount, France and the Associated States would carry 
44 million. Then our direct-forces support would be $800 million, 
ore right We have covered this end item of $308 million for materiel, Army, 


7 


dochina Vaivy, and Air Force. 
FUND ALLOCATION 

whilk 
e Philip Now I think you should give us something of a breakdown in the 
to thos handling of this $800 million, and how it is being channeled. 

Mr. Strassen. Yes, Mr. Chairman. 
ming Senator Dirksen. Do you want this on the record? 

\ir. StaAssEN. It can be on the record. 
ilippines Senator Dirksen. Very well. 


Mr. Srassen. We set up a very strict accounting method to 
ipervise it, because it was designed to pay, as you have indicated, 
about 65 percent of the total cost of the Indochina war on an expanded 
isis under which you would have many more Vietmamese battalions 


eet 
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organized and equipped and trained, and you would have an increas: 
in the French expeditionary force. 

These expanded forces could not be supported by the Frenc! 
Government, who are already strained to the limit in their own 
defense effort. So under this program we were to finance about 63 
percent of the expanded cost. We provided that we would only do it 
on a reimbursement basis when they could show to us that they had 
paid the money and it was a genuine expense of the Indochina war 


AUDITING TEAMS 


We set up an auditing team of a representative of State, Defense. 
and FOA in Saigon, and an auditing team in Paris of Defense, State 
and FOA. They have been cerefully scrutinizing these records and 
then approving the reimbursement. 

Through this careful process, I think we will make some substantial 
savings. Thus far we have reimbursed actual bills to the extent of 
about $115 million. We know that the French have spent perhaps 
considerably more than that thus far this year, and that the bills are on 
the way through the pipeline to us for payment. 

Senator Dirksen. You are speaking now of fiscal 1955? 

Mr. Strassen. Of fiscal 1954, which covers calendar 1954 so far as 
this reimbursement process is concerned. 

Senator Dworsuak. What were those expenditures made for, 
Governor? 

Mr. Strassen. They were made for all kinds of military items in 
the expansion of the fighting forces of Indochina. They began to 


draft and train a large increase in numbers of Vietnamese troops, 

more or less the way the Republic of Korea troops were developed, 

except they did not have the efficiency and effectiveness of training. 

They did not have that spark of defense that you spoke of a minute 

ago, and which President Rhee and his people really helped in Korea. 
(Discussion off the record.) 


DIEN BIEN PHU SETBACK 


Mr. Strassen. On the record. This expansion of forces was 
designed to gradually get on top of the Communist situation and, over 
a 2-year period, to lick them. When the Dien Bien Phu battle went 
wrong and when the Communists came in there with greater force and 
really an unexpected, so far as the French were concerned, willingness 
to sacrifice men in wave after wave after wave of mass attack, then it 
threw that whole plan out of gear. So you had a receding attitude on 
the part of the French rather than an offensive attitude. 

Senator Dirksen. That is not actually a supply or commodity 
account at all. 

Mr. Strassen. No. 


UNITED STATES PARTICIPATION IN PAYMENT OF ACTIVITIES IN INDOCHINA 


Senator Dirksen. That is a cash account contrived on the basis of 
estimated cost of $1,800 million for conflict activities in Indochina in 
fiscal 1955, and we agreed to pick up the tab for $308 million in 
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rial assistance, and then set up a cash account of $800 million, 
out of which we reimburse French expenditures and native expendi- 
ires in Indochina? 

\ir. Strassen. That is correct, on an audited basis. The $308 
nillion represents United States military hardware furnished for the 
var. The $800 million represents, as you say, a reimbursement of a 
portion of the cash expense of conducting the war. 

' Senator Dirksen. So wherever they get their material or wherever 
the expenditures are that are incurred, if our auditing people believe 
hat those are legitimate expenditures, we would normally pick up 
the check for $800 million in fiscal 1955? 
\ir. Strassen. We pick it up at the rate of approximately 50 per- 
of the cost in addition to the matter of furnishing this United 
States hardware. So that if their costs do not run as high as estimated, 
then we save half of that money. 

In other words, we did not agree to just give them this total sum 

| then they pay the bills. We said, “We will audit and pay a por- 
tion of the bills up to a maximum of our proportion reaching $800 

llion,”’ 

senator Dirksen. Governor, assuming a truce over there, there 

the usual expenses that come afterward. Are we morally com- 
ted to still pick up the tab on some of those items, even though hos- 
ies have ceased and truce negotiations begin? 

\(r. Strassen. I would say “Yes,” unless the conditions of the truce 
vere of such an extreme and distasteful nature to us to in effect release 

from a moral commitment. 


POSSIBILITY OF IMPOUNDING FUNDS 


Senator Dirksen. Under the general authority that has been 
delegated to the President in the foreign aid authorization bill, I 

sume the President would be in a position, if so advised, to impound 
any portion of this that he saw fit. 

Mr. Strassen. That is correct. 

Senator Dirksen. So that it would require no additional language 

the authorization bill or no limitations in the appropriations bill 
| order to confer that authority upon the President? 

Mr. Strassen. That is correct. The President really safeguarded 
that last year by the method he set up for supervising this flow of funds. 

Senator Dworsnaxk. Governor, how much was available for chap- 

r 1 and chapter 2 in Indochina during fiscal year 1954, comparable 
his $1,133,000,000 for 1955? 

Mr. Srassen. It is shown on page 271. The amount is $1,177,900,- 
000, 

Senator DworsHak. That is practically the same amount. 

Mr. Strassen. That is right. 


FUND CARRYOVER 


Senator DworsHak. Was that all used up, or is there a sizable 
arryover? 

Mr. Srassen. There is some carryover there. 

Senator DworsHakx. How much? 











16S MUTUAL SECURITY APPROPRIATIONS, 1955 I 


Mr. Srassen. It is hard to tell just how much it is, in that the 
expenditures are in the pipeline. But it will be fairly substantis 


This reflects the original anticipation that if you really went at th Senator Di 
war on an expanded basis, you could win it in 2 years’ time: and thy: Mee East, there al 
was thrown out in the Dien Bien Phu battle and the French react) vhich 18 anot! 
Senator Dworsuak. It occurs to me that whether we suffer reverse: in this progss 
or not, that we go on spending money at about the same rate as fis Mr. STASSE 
year 1954. We keep on spending with complete disregard for {| Senator D1 
military reverses and the minimized military activity. technical ass! 
Mr. Strassen. You understand that we are proposing that in fis over there. 
1955, if this reverse situation is not recouped in Indochina, that t! Mr. STASSI 


we may spend these funds in other countries out there to build up { 
other areas. Or if the President finds that either there is no need 
no worthwhile place to spend them, they will be reserved. 


In other words, specifically I would like to make this point: T' ae - 
fact that we have money available to spend does not mean that \ eA 
spend it. We have, in fact, in this current year had the Treasun . Mr oe 
set aside, in anticipation that we would spend five and a half billio; s alias D 
worldwide, out of our accumulated past appropriation authority, bu ae 


ea aass ; ‘yp ought to kno 
we have held it below $5 billion and did not tap the rest of it. \ igh D 


held our administrative expense below the amounts. 


AUSTRIA AS EXAMPLE Mr. STass 


an ' . ' ne into th 
ake Austria as an example. We were authorized by Congress an ey | 
a “he ‘ : ‘ OQne 1s th 
we thought we would need $35 million in Austria. As the tourist iniek atl 
. . » . nee i 
season went forward last year, including the happenstance of a Fre: - inaeeaie 
strike which threw more tourists over into Austria, their earning: The Thail 
. 7 : eC i 
became so good that it was clear to us that we did not need to ax lot of etre 
Austria any more. With the agreement of their government, we nev: tantinn im 
7 7 , ° . eT Le ; 
put the $35 million in there. We saved it. 


We have tried to keep a careful management, while at the same tii 
moving on the things that really needed to be done for the security 
the United States 

Senator Dworsnak. We will have the FBI check up on you if y 
do not spend all this money. 

Mr. Strassen. I would be willing to be checked up on for that thrown out 
purpose. developmen 
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SUMMARY OF SITUATION 


Senator Dirksen. Now then, by way of summary on the Far 

Kast, there are no funds for so-called title IT development assistance, 
h is another way of saying that there is actually no economic aid 

this program for fiscal 1955, 

\ir. Strassen. That is correct. 

Senator Dirksen. And you do have altogether $22,500,000 for 
nical assistance, which would be scattered among 5 of the areas 
there. 

Strassen. That is right. 


TOTAL SUPPORT 


senator Dirksen. Then your total for title I, which is military 
ance and direct forces support and defense support, would be 

\Mir. Srassen. That is right 

nator Dirksen. Governor, is there anything more you think we 

t to know about this program other than what we have covered? 


IMPORTANCE OF THAILAND 


\lr. Srassen. L would make two comments in addition You have 
into these countries very thoroughly 
One is that Thailand takes on increased importance with this 


rtain stiuation in Indochina. 

Discussion off the record.) 

ie Thailand people, while in a difficult geographic position, show 
of strong resistance to the Communists, and have been quite 
ve on Communist infiltration 


BURMESE SITUATION 


Interestingly, in Burma they have also done quite an effective job 


‘vercoming internal Communist subversion. It is one of the few 
ntries in this part of the world where the Communists have been 


thrown out of the labor union leadership. That has been a favorable 


lopment in Burma 
SITUATION IN INDONESIA 


In Indonesia we are having considerable difficulty because of the 
bination of economic distress of a rather large Chinese population, 
nd rather complex problems in dealing with the government over 
that vast number of islands. So I would say that we do not have a 

ry favorable picture in the Indonesian program at the present time. 

Discussion off the record 

Senator Dirksen. General, this is a classified map, is it, or can it be 

it in the record? 

General Srewart. Neither of those maps are classified. I have a 
third one that is classified. 

Senator Dirksen. I think it would be rather interesting if that map, 
with the figures on it, could be reproduced for the record. 

General Srewart. Yes, sir. 
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Senator Dirksen. I think it is a rather persuasive presentation 9 
what that general population situation is on this side as against th 
other side of the line. 

General Stewart. Yes, sir. We can do that for you if you wis) 
us to. 

Senator Dirksen. I think we would like to have it reproduced {oy 
the record. Of course, it need not be done in color, but the figure 
would be there to show, so we would have the be nefit of it. 

General Stewart. Very well, sir. 

(The map referred to faces this page.) 

Senator Dirksen. Governor, is there anything more you woul 
like to say on the Far East program at the moment? 

Mr. Strassen. I think not. I think your questions and the ques. 
tions of the committee have brought it out. 

Senator DworsuHak. I was going to ask one question on whether 
the issue of colonialism has been pretty well eliminated in that entire 
area. 

Mr. Strassen. No. It is still present as an issue in Indochina and 
Malaya. It is still a factor in the sentiment of people in those two 
countries. 

Senator Dirksen. General Stewart, have you anything else for the 
moment? 

General Stewart. No. 

Senator Dirksen. Suppose we adjourn, and perhaps we ought to 
reconvene at 10:30 tomorrow morning, because I am afraid it is going 
to be a late session tonight, and I have been asked to stay on. 

(Whereupon, at | cae e m., Tuesday, July 20, 1954, the hearing was 
adjourned until 10:30 a. , Wednesday, July 21, 1954.) 



























EX. Saisdr re PD NO 24 3. ¢ ae Oe 
= 1,700, 000 _, 42,000,000". 


p rerecarien Fe = 
4.0 5) SOUTHEAST 


2.00% 
fo. , ae 387,330,000 


a 


NON-COMMUNIST 
séscco 298,392,000 


MALES (AGES 15-49) 


Baia = 460,000, 000% 





, 75,200,000 
£8,827, 000 PHYSICALLY FIT 
Y 45,230,000 
60,000 
%: 
~ Se 
21,670,000 . 
; : ; ye £? A i 
>. "tv po 


cs 


» / 8,976,000 
am — = 3 A aS 
dio. | ch 
i ei ques = 
= 
% ees I 
ei 
“$82,870,000 
“ ee Se U!!”hlU PRR OS 
= Erg 





«2,000,000! / Y>oFAR EAST, PACIFIC| 
Wan] * AND 
a ccek , “ |SOUTHEAST ASIA 


Lysy 287,330,000 


oo . 


Lu 
~s, “ 
\ 7 


460,000,000... NON-COMMUNIST 
GG 298, 392,000 


MALES (AGES 15-49) 
SS 75,200,000 
$95 é~8,827, 000 PHYSICALLY FIT 


f 45,230,000 
2,300,000 ‘ 


Va 
” 
PI 
» 


~ = 29,634,000 = 
fe 21,670,000 


82, 870,000 





and Haye 


FoREIGN 


Senator 
come to ¢ 
| would 
has a goo 
way at OI 
the chair1 
Mr. Pa 
but before 
l am a 
Indochina 
General 
passed to 
whele ma 
the office. 
Senator 
useful to 1 
General 
detailed p 
ships that 











MUTUAL SECURITY APPROPRIATIONS FOR 1955 


WEDNESDAY, JULY 21, 1954 
Unrtep Srates SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met, pursuant to recess, at 10:30 a. m., in room 
F-37, the Capitol, Hon. Styles Bridges (chairman) presiding. 
Present: Chairman Bridges, Senators Dirksen, Thye, Dworshak, 
and Hayden. 





FoREIGN OPERATIONS ADMINISTRATION AND DEPARTMENT OF DEFENSE 


STATEMENTS OF GLEN A. LLOYD, DEPUTY TO THE DIRECTOR; 
NORMAN S, PAUL, REGIONAL DIRECTOR, NEAR EAST, SOUTH 
ASIA, AND AFRICA; ARTHUR E. GARDINER, POLITICO-ECO- 
NOMIC ADVISER, BUREAU OF NEAR EASTERN, SOUTH ASIAN, 
AND AFRICAN AFFAIRS, DEPARTMENT OF STATE; MAJ. GEN, 
GEORGE C. STEWART, UNITED STATES ARMY, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, OFFICE OF THE ASSISTANT 
SECRETARY, DEPARTMENT OF DEFENSE; DONALD KENNEDY, 
DIRECTOR OF THE OFFICE OF SOUTH ASIAN AFFAIRS, DEPART- 
MENT OF STATE; JOHN FERRIS, CHIEF, INDIA, NEPAL, CEYLON 
DIVISION, FOA; AND JOHN MURPHY, CONTROLLER, FOA 


SUSPENSION OF SHIPMENTS TO INDOCHINA 


Senator Dirksen (temporarily presiding). The committee will 
come to order. 

I would like to say that our chairman may be along directly. He 
has a good many things to do and a good many committees under 
way at one and the same time. I make a very feeble substitute for 
the chairman of this committee, but we will do the best we can. 

Mr. Paul, we will note your presence for the record this morning, 
but before we proceed, I want to ask General Stewart a question. 

[ am advised that an order went out to suspend shipments to 
Indochina as of this morning, is that correct? 

General Srewart. Just as I left the office the order was being 
passed to the services. There were plans already made for this 
whole matter, and we gave them the word to proceed just as I left 
the office. 

Senator Dirksen. Is the order a classified order, and would it be 
useful to note it for the record or include its contents? 

General Stewart. The order is simply to stop all shipments. The 
detailed plans that each of the services made up relates to certain 
ships that are at sea, and the diversion of ports they go into. I would 
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be very happy to bring you anything we have, but I do not kno 

that it would add anything. 
SCOPE 


OF ORDER 


Senator Dirksen. Shipments of all commodities, military a 
otherwise, are involved? 

General Stewart. Yes. The military 
been suspended as of this moment. 

Senator Dirksen. I was wondering, Mr. Lloyd, whether o1 


assistance program has 


that would apply to FOA, also, to any of your programs. Or is 
limited strictly to military assistance? 
Mr. Luoyp. I think it is limited to military assistance. In tl 


northern part, of course, there will be complete adjustment as 
what can be carried on there. 

Senator Dmxksen. What would happen to items that are in th 
category of direct forces support, and defense support? Would thos 
also be interdicted and would shipments be stopped on those? 

DISCUSSIONS 


WITH FRENCH 


Mr. Luoyp. I don’t believe we can answer that at this moment 


Mr. Chairman, because the French, under the agreements, had such a | 


large administrative position in the movement, the purchase, and so 
on, of those goods. But a great deal of attention is being givea in new 
discussions with the French as to just how to administer it from her 
out for the best interests of the United States. 

Senator Dirksen. Pursuing the matter a little further, General 
would the vessels that carry strictly military equipment and supplies 
do a turnaround and return to a United States port, or wouldn’t you 
know? 

General Stewart. It probably would be a little different for various 
ships, depending upon their locations. Some of it will be diverted 
into Manila, and possibly some into Japan, sir. The ships will just 
not go and discharge their cargo in Indochina. The order will go to 
the Chief of Transportation’s office and various places for decision 
as to where a ship would go. 

Senator Dirksen. And I suppose in the normal course of things 
decisions will be made today or tomorrow, and then, of course 
messages will be relayed to these vessels as to what disposition will 
be made. 

General Stewart. I believe the messages were all ready, sir, as 
the matter has been under study for some time. 

There are some cargoes in French bottoms, and I do not know the 
exact amount which, of course, we do not control. When we giv 
cargo to a French ship, we pass title at the time it is loaded. 

Senator Dirksen. An order was issued for the shipment of all mili- 
tary equipment in Indochina, and I was just raising a question as to 
whether they would remain standby, or go to some directed port, or 
whether they would return. 

Senator Haypren. It would seem to me that the most convenient 
port to put in to would be Manila. 
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L do not kn Senator Dirksen. Senator Bridges has arrived at the hearing. 
he skippers were all pretty well alerted as to what was in the wind? 
General Stewart. They were given cadio instructions, 


os RECLAIMING OF EQUIPMENT 
military 
hairman Bripees. What are you doing on getting the material 
program has! that we have there, the equipment that we have, out of there? 


General Srrwarr. Mr. Chairman, the exact details are not yet 


hether o1 determined. We have been studying that requirement for several 
ums. Or weeks, and there are proposals and possibilities as to how we can 
do As I explained yesterday, we have the legal right to reclaim 
ance. In this equipment, but the physical operation of it and the physical 
istment as ets of getting it back in our hands is something else. 
\ll we have been able to do up to the minute I left the office was 
at are in t stop shipments. The rest will develop in the next couple of days. 
Would thos Chairman Bripces. You are right on top of it? 
hose? General Stewart. We have been for several weeks, sir. In fact, 
he decision to stop when this was signed has been in effect for a long 
It was just a question of clearing it this morning and getting 
t out 
his momer Chairman Bripces. You are on top of the situation of protecting 
8, had su equipment we have there and getting it out so that it does not follow 
‘hase, and s the procedure it has in the past, of falling into the hands of our 
elven 1n ne\ enemies? 
it from her General Srewart. I assure you, sir, that everything that can be 


done up to this stage has been done, but I can certainly not give you 


er, Gener: ny assurance that we are certain of getting it all back. 


and supplies Chairman Bripeegs. I realize you cannot be certain of it, but as 
vouldn’t you ng as you are doing the best you can in trying, that is all we can 
. expect. 
t for various SCREENING BY MILITARY ADVISORY GROUP 
be divert: 
ips will just | Senator Dirksen. We had a discussion of this matter yesterday, 
r will go to |) Mr. Chairman, and General Stewart, among other things, stated that 
or decis nder our military advisory group in Indochina, they have been 
carefully screening equipment so that nothing actually went north 
e of things nto the battle zone unless it was absolutely necessary, for one thing; 
of cou and, secondly, that some degree of control would be maintained. So 
Osition will that if we did lose any equipment, General Stewart, it would be small 
ms, in the main, or probably some heavy pieces, perhaps some 
dy, sir, artillery, but not in such proportions as to be a really serious matter? 
General Srewart. That is certainly our hope, sir. I have seen 
t know th these things, and they can get out of control very quickly, but all I 
en we viv an say is, to the extent we can influence this matter and keep and 
d. afeguard our equipment, we are doing so. 
of all mil Senator Dirksen. Mr. Chairman, I might say that thus far in the 
stion as to hearings we have gone pretty well over general policies, and we have 
ed port, o1 had a pretty thorough exposition of the whole European picture and 
| the Far East, and this morning we take up the next title, which would 
convenient be the Near East, Africa, and south Asia. 


Mr. Paul is here, and I think we will carry on. 
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Near East, Arrica, anp Sours AsIA gnd across 

pf Airica. | 

ESTIMATE AND REQUEST FOR REAPPROPRIATION Senator . 
r been 


that there is before us an estimated request of $569,050,000 for th, ais. Pat 
Near East. That includes a proposal for $181,200,000 for militar, (Governme! 
assistance, $25 million for direct-forces support, and $81,850,000 for rather ( 
defense support, and $130 million for development assistance, and $8; . 
million for south Asia. 

Mr. Pauw. That is the Indian figure, Mr. Chairman. 

Senator Dirksen. That is right. And then, of course, there is | 


Senator Dirksen. Now by way of foundation, Mr. Paul, may | sa ioe aaiiel 


to tories 


technical cooperation in the program this year, except as it is finance In this 7 
out of section 550—meaning, of course, that it involves agricultural — jooperatic 
surpluses. Is that correct? present p 


Mr. Pav. No, sir. There is a figure of $66 million for technical {yrnished 
cooperation that is requested. It is spread over 17 different countries. | metropoli 


Senator Dirksen. | see that figure there. And then a reappro- Senato! 
priation of $23,063,000 on your other programs, namely, the Palestin nd of tl 
refugee program. general p 

Mr. Pau. That is not a request for new appropriation, but 1 Mr. P: 
request for a reappropriation of carryover funds. ing in th 

| nomic pi 

TOTAL REQUEST on the st 

° the defer 

Senator Dirksen. The total amount is $569,050,000, and I notic: Senat 


that is applicable to Afghanistan, Egypt, Ethiopia, Greece, India, 
Iran, Iraq, Israel, Jordan, Lebanon, Libya, Nepal, Pakistan, Saudi 
Arabia, Turkey, dependent overseas territories, and then the so-called 


undistributed item which relates to crating and packing and mis- Gener 
cellaneous matters. Greece i 
Now, Mr. Paul, I wonder if you would give us, first of all, a little | Genet 
general rundown of where we are in the Middle East, and what your | Senat 
concept of the picture is; and then we can highlight it with some | Gene! 
specific questions. r > sir. 
Mr. Pav. Thank you, sir. Senat 
The area which we are covering—first, might I say that Mr includit 
Gardiner and Mr. Kennedy are here from the Department of State All ri 
representing Mr. Byroade this morning. Mr. Gardiner for the Near Gene 
Kast, and he will also specifically describe the Palestine refugee portion 
program, and Mr. Kennedy is the head of the Division of South is & COI 
Asian Affairs in the Department of State. This 
Senator Dirksen. Did you come equipped with maps this morning, The 
Mr. Paul? under 
Mr. Pau. I have a National Geographic Society map of the Middle The 
East. suppol 
Senator Dirxsen. That is the kind I use. I like to work from a Sen: 
map. It makes it so much easier. presen 
Mr. Paut. This gives a larger picture than the Middle East Ger 
[indicating]; however, it does include all of the countries in this area very | 
The 
AREA INVOLVED absor! 
for it. 


If I may summarize very briefly, this area comprises everything 
from Greece through India and Nepal in this direction [indicating], 
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and across the continent of Africa, including the independent countries 
pf Africa. 

Senator Dirksen. Let me ask you a question there. Tunisia has 
never been included, and, of course, it is a French protectorate, but 
] presume no request has ever been made for any assistance down there. 

‘Mr. Paut. There has been assistance to Tunisia via the French 
Government in prior years. During the course of the Marshall plan, 
» rather considerable amount was channeled into the dependent 
territories as a whole, over $300 million I believe is the figure. 


TUNISIAN PROGRAM 


In this year’s program we are contemplating a rather small technical 
cooperation program in Tunisia, and apart from that we have no 
present plans for assistance there. The assistance that had been 
fyrnished in the past was largely an outcropping of the aid to the 
metropolitan countries, which was largely a balance-of-payments type. 

Senator Dirksen. In you discussion, Mr. Paul, let us start at the 
nd of the horn. That would be Greece. Brief us a little on the 
seneral picture there, and then we will move on to Turkey. 

Mr. Paun. Well, starting, then, with Greece, we have been operat- 
ng in this country now since 1948, when the first military and eco- 
nomic program started. General Stewart can give you the picture 
n the status of the military assistance, and I will summarize briefly 
the defense support picture there. 

Senator Dirksen. Let us dispose of the military, then, right now. 


MILITARY ASSISTANCE FOR GREECE 


General Stewart, there is no money for military assistance for 
Greece in the pending bill? 

General Srewart. Yes, sir, we are requesting funds for Greece. 

Senator Dirksen. Just a moment, General. 

General Srewart. That is on page 176 of the book you have there, 
Si 

Senator Dirksen. Thank you. I see your request for Greece, 
including $15 million for defense support. 

All right, then, give us the military situation there for a moment. 

General Stewart. As you know, we are contributing a substantial 
portion of the equipment required by the Greek armed forces. This 
is a continuation of that program. 

This year, in carrying it forward, we are asking for additional funds. 

The types of equipment that we propose are shown on page 177 
under the proposed fiscal 1955 program. 

The air force is almost entirely a maintenance and ground force 
support program, or aircraft already programed. 

Senator Dirksen. What is the state of their military forces at the 
present time, General? 

General Srewarr. They are quite good soldiers in their army, 
very hardy and good fighters. 

The air force is coming along satisfactorily, and they are able to 
absorb the equipment that we have sent them and have programed 
for it. 
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Senator Dirksen. That is a rather important question, Genera nd the 5el 
whether or not they are in a position to absorb the equipment and jount, to 
the support we give them, and whether it is consonant with th, yiion. 
capacity of the country to maintain the kind of a force that yw, | find thi 
expect. are Si 

Generai Stewart. The military people themselves have been able 2310 millio: 
with certain minor stoppages as we went along, to absorb the equip. lan. Of 
ment in the military sense. The Greck Government cannot sustain 329 600 ,00€ 
from its own resources, and maintain these forces, even though w Senator 
furnish the equipment. yunts. 

(Discussion off the record.) General 

So in the sense of the question you asked, they cannot from thei rocureme! 
own resources maintain these forces without help from us. vrai forw' 

rocure th 
TREATY BETWEEN GREECE, TURKEY, AND YUGOSLAVIA Senator 
oram? 

Senator Dirksen. One thing, of course, has intervened, and that (General 
is the treaty that was entered into between Greece and Turkey and iy procu 
Yugoslavia, I think in April of 1953; was it not? Senator 

General Stewart. I believe the date is correct, sir. That, of course sk for it 
was a major step forward. It tied together the forces friendly to ou General 
side on the southern flank down there. n additiol 

Of course, it brought us into closer contact, the authority to get mount 0! 
together there, and that was a Substantial improvement in the military curem: 
situation and it should lead to further benefits as it is developed. ab. 3 


Senator Haypen. What is the term of service of the Greek soldier? 
General Stewart. I have it right here, Senator. They conscript 
men at the age of 21 for 24 months, or they volunteer at the age o 


18 for 36 months. To go 1 
Senator Hay DEN. What total number could be conscripted, of abl . gram 
bodied men? rticula 
General Stewart. | do not have that figure immediately availabl: S tary elen 
unless someone also in the room has it ; they are, 
Senator Dirks! N. Now then, I just assumed that in view of th termin 
treaty that has been entered into, the situation in Macedonia and In adc 
along the Greek borders has calmed verv measurably, and that a good fig] 
a matter of fact it is not necessary for them to go in for the kind of nitribu 
military preparation that might have been necessary in view of what imber 
happened there a few vears ago We al 
General Stewart. That is correct, sir. However. due to the fact 1955. 
that we now have a link-up between the two countries in that area Dise' 
we are being somewhat pressured by both countries, on mv level, to Genel 
give them more equipment in order that the forces that do join up he can | 


will be stronger 
OFFSHORE EXPENDITURE 


Senator DIRKSEN Chere is only one other military item, except penal 
for the so-called indistrib ited item, and that is Turkey. We might general 
just as well complete that There is one more, in Iran, and we might the Da 
}USt as well complet these military tems before we go back to Mr treux € 
Paul is & CO! 

General Stewart. Mr. Chairman, may I clear my conscience at Gene 
this moment DV Making a orrectior n somethi Y that I said vester- up the 
day. In answer to Senator Dworshak’s question. I gave a figure Turks 
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he Senator asked how much we planned, if we got this entire 
it, to spend offshore next year, and I gave the figure of $100 


on, Gen 
upment ay 
nt with ¢} 
ree that 















nd that my memory was completely faulty. The plans—and 
are simple plans based on the prospect at the time—were for 
million of the money to be spent offshore. That is simply a 
Of that amount, $271,400,000 would go to Europe, and 

329 600,000 to the Far East. 
senator DworsHak. How much is in the budget? That is what 





e been abl 
» the €q Ulp- 
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General Stewart. We do not put it in the budget as an offshore 













from tl wement, sir. We ask for this amount required to carry the pro- 

| forward, and then we select items that are in the program and 

ire them outside the United States. There is just one program. 

y1A Senator DworsHak. It isa part of the regular military procurement 
gram? 

and tha General Srewart. No, sir. It is separate from the regular mili- 







‘urkey arn 





procurement program. 
senator DworsHak. Where do you get the money if you do not 
















of cour for it in the appropriation bill? 
dly to o General Stewart. Well, it is of the money that we are asking, not 
ldition to this. Itisin this. 1am asking for $1.58 billion. The 
ity to ¢ int of that to be spent outside the United States will be offshore 
e Milita irement, but there is no additional money for offshore procure- 
‘loped I wanted to correct that statement, sir. 
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CONSCI MILITARY PROGRAM FOR TURKEY 
he ave 
lo go to Turkey, Mr. Chairman, we have on page 231 the military 
|, of abl gram for Turkey. I would like to say that the Turkish forces, 
ticularly their ground forces, constitute one of the strongest mili- 
AV ailab] elements on the side of the free world. They are strong because 
are, without reservation, on our side and, without reservation, 
v of tl ermined not to let any Communist elements enter their country 
onia a In addition, they are very sturdy soldiers, with a long tradition of 
| that | fighting qualities They have a sizable force, and we have been 
kind ntributing toward their equipment and their development for a 
of wh imber of years. 
We are requesting a continuation of the MDAP program in fiscal 
the fas I) 
1at are Discussion off the record. 
level, General Stewart. Captain Rodimon is here from the Navy, and 
jom can give you any details on the Navy program that you want 
PRESSURE TO ALTER MONTREUX TREAT’ 
ext Senator Dirksen. I want to ask one general question as to the 
é mig] eneral state of whatever navy they have, because of the situation at 
é migh the Dardanelles and the pressure that has been on to revise the Mon- 
to Mi eux convention over a period of years, and I just assume that that 
3 a continuing pressure from the Soviet Union. 
ce a General Srewart. As you know, several years ago Russia brought 





ip the question of that treaty, and put considerable pressure on the 
Turks for rights in the Dardanelles, and the Turks refused that. We 
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claim some credit for the Turks being able to make that stand, as , 
result of military strength resulting from our program. 

I would like to call on Captain Rodimon to remark on the actug 
status of the navy, sir. 

Senator DimrkseEn. Very well, sir. 

Captain Ropimon. Mr. Chairman, the general state of the navy is 
good. They have some submarines, regular fleet submarines from th; 
United States, and arrangements have been made to bring those 
submarines back at regular periods, about every 2 years, for overhaul] 
in the United States so that they are fully combat-ready. 

Senator Dirksen. I see you had an amount for air force materie! 
I would assume, of course, that that is airplanes and parts almost 
entirely, is that right? 

Colonel Herrner. Mr. Chairman, the amount of money that y: 
refer to for the Turkish program is primarily in spare parts and sup- 
port items to maintain those aircraft which we have already given 
them. 

Senator Dirksen. Are they good fliers? 

Colonel Herrner. Yes, sir, they are very good fliers, and the) 
have not been proven in combat but they have been trained in th 
United States to a large extent. We believe that they would prov: 
very capable friends in the air in a fight, on our side. 


IRAN AND ETHIOPIA 


Senator Dirksen. Now on the Near East, we have only one other 
military item, and that is Iran. I suppose we had just as well cover 
that. 

General Srewart. Mr. Chairman, we also, just to keep the record 
straight, have Iran and Ethiopia actually enjoying or participating 
in a program, and Pakistan and Iraq have been approved. So ther 
are those additions. 

In the case of Iran, sir— 

Senator Dirksen. Is that for additional money? 

General Srewart. There is no additional money requested for thos 
people. 

The Pakistan, the Iraq, and the Ethiopia programs were all being 
financed out of moneys already appropriated. There may in the 
future be requests for that, but there is none in this bill. 

(Discussion off the record.) 


RECENT DISTURBANCES 


We believe the military assistance program in Iran has resulted in 
a great benefit to the United States interests in a recent disturbance. 

In the recent disturbances, where the question hung in the balance 
as to whether the forces of that country friendly to the United States 
or the forces of that country friendly to the Soviet influence would 
prevail, the army remained loyal to the forces friendly to the United 
States, that is, to the Shah and his followers. 

The vehicles that patrolled the streets were vehicles furnished 
under this program. The trucks that brought troops in to town to 
control the situation were trucks furnished under this program. 
The radios that transmitted the orders and kept control of the situation 
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through command channels were radios furnished through this 
program. It was the morale and the loyalty of the army that made 


it possible for the Shah to obtain and retain control of his country. 
We feel that without this program, events would have turned against 
nstead of for us. 

On page 191 is the same table we have been observing for the other 
ntries, showing the status of delivery and the types of equipment 
proposed for the fiscal 1955 program. 

' Senator Dirksen. That completes the 3 items of military assist- 
e in the Near East picture for a total of $181 million plus, involy- 
3 countries, and then your undistributed-by-country items. So 
hat is your story for the moment. 

General Stewart. That is right. 

senator Dirksen. We had just as well go back to where we started. 

Mr. Luoyp. Mr. Chairman, I wonder if it would be well to have 
Mr. Gardiner give a brief summary of the political situation as a 
background for Mr. Paul’s testimony. 

Senator Dworsuak. Before we do that, did General Stewart explain 

t $45 million defense support, chapter 3, item? 

Senator Dirksen. That comes later, and Mr. Paul will take that 


MIDDLE EAST PROGRAM 


Now, Mr. Gardiner, will you brief us a little and tell us about our 

hopes in the Middle East? 

Mr. Garpiner. Thank you, Mr. Chairman. 

Starting very briefly with Greece, Turkey, and Iran, I would like 

supplement what the general has sté ated by indication that the 

ength of the Greek armed forces is directly related to the economic 
trength of Greece. We feel there is every justific ation for the defense 

ipport item, therefore, of $15 million which is in the budget. 

Turkey, I think, speaks for itself, and Mr. Paul will go into more 

tails regarding the economic situation there. 


ANTICIPATED OIL SETTLEMENT IN IRAN 


In Iran, we are very hopeful that we will shortly have an oil settle- 

ent. Nevoti ations are proceeding to advantage at the present time, 

nd you may recently have seen newspaper publicity issued by Iranian 
Government officials which makes it look as if they were preparing 
their public for a settlement which is satisfactory to the oil companies 
concerned, to the British, and to the United States. 

Senator Dirksen. You are speaking about the Abadan program? 

Mr. Garpiner. Yes, and beyond that the problem of the supplies 
of crude oil. 

Abadan itself is the refinery, the largest in the Middle East, but 
this would look both to supplies of crude oil and of refined produc ts 
eventually from Abadan. 

Senator Dirksen. The refinery is running again? 

Mr. Garpiner. It is not yet running, but it is expected to be put 
n order in the fairly near future. There may be a very sizable bill, 
which has been estimated will range from 30 to 70 million dollars, to 
put that equipment in good shape again. It has been idle for 3 years. 
That would be taken care of by the consortium of oil companies and 
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the Government of Iran. The oil companies are making what th 
consider a satisfactory commercial deal regarding both the suppli« 
of crude and the supplies of refined products. 


REOPENING AND OPERATION OF REFINERIES 


Senator Dirksen. First, Mr. Gardiner, what was the deal that was 
made with respect to the reopening and operation of the refineries 
after they were closed down? Did they work that out on a royalt 
basis? 

Mr. Garpiner. The refinery was kept on a standby basis, and smal 
operations have been conducted by the Iranians to provide the sup 
plies needed locally in Iran by refining the crude oil. The details of 
the agreement that is now being worked out are not all available to 
us at this time. They are in negotiation. 

But the agreement does satisfy, or rather it is hoped that it 
satisfy, the commercial interests as well as the political interests 
concerned. 

Senator Dirksen. The expropriation of the property was not recog- 
nized? 

Mr. Garpiner. That is not recognized, and a part of the arrange- 
ment involved would provide for compensation, in view of th 
nationalization by the Iranian Government of the properties of thi 
Anglo-Iranian Oil Co. 

Senator Dirksen. So it is reasonably quiet for the moment? 

Mr. Garpiner. Yes, and we can be reasonably hopeful that Ira: 
will very shortly be able to pay its own way. In the meantime, ther 
is a provision of funds in the special economic-aid program for Iran 
In the event there is greater delay than we now imagine in the settl 
ment of this oil problem, more may be needed. 

But looking at it realistically, we would hope that Iran would 
become a sound borrower rather than a receiver of grant aid in th: 
very near future 


SITUATION IN SYRIA AND LEBANON 


Senator Dirksen. Since you are discussing the political pictur 
in Greece it is reasonably stable, and in Turkey it is stable. When 
you get down to Syria and Lebanon, you have had some sporadic 
outbreaks from time to time. 

Mr. Garprver. Syria has had a big shake-up in its government 
Colonel Shiskekly, who was the President of the country for a 2-yea 
period, left in March. Syria is now governed by a caretaker govern- 
ment, and elections are scheduled for August 20. In the meantim: 
the caretaker government does not wish to involve itself in any inter- 
national commitments. 

Senator Dirksen. From the standpoint of their sovereignty, th: 
French interest has, except for its commercial interests, been cut off 
entirely ; has it not? 

Mr. Garpriner. Syria is a sovereign state. French influence is 
there commercially and to some extent culturally. French educa- 
tional institutions are still active. 

Senator Dirksen. But they do operate on their own, ful! sover- 
eignty now? 
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ing what th \fr. GarptingER. That is correct, sir 
h the supplies Senator Dirksen. And that is true of Lebanon, aiso? 


\ir. Garpriner. It is true of Lebanon, where the changes in the 

vovernment have followed more orderly patterns than those in Syria. 

5 ‘here have not been any revolutions, but there have been frequent 
nges of government, which have followed parliamentary procedure. 


deal that wa: “ 
the refin, 
On & TOY 


TRANSJORDAN SITUATION 


senator Dirksen. In Transjordan, since the assassination of 


sis, and sm; (bdullah, has that thing finally quieted down? 
vide the su \fr. Garpiner. The Kingdom of Jordan is now ruled by a king 
Che details ho is a grandson of Abdullah, one of the Hussein family. The 
| availabl country is desperately poor. There is a parliamentary system oS 
there is a Chamber of De sputies consisting of 40 people, half « 
that it ‘hom come from the old area of Transjordan lying east of the Jordan 
ical interests River, and the other half is elected from the west bank among the 
(rab Palestinian group. 
as not reco (he Arab Legion is an effective military unit. That force and the 
police force are very importt unt elements in Jordan. 
the arrang; r he greatest difficulties in Jordan arise over the long boundary with 
view of th ael, the resultant series of border incidents, and the extreme poverty 
perties of t] the country. This year, fortunately, they have had a very good 
leat crop, and they will be slightly better off. But their agriculture 
ment? marginal. ‘Twelve inches of rain means a good crop, and 10 inches 
ul that Th {rain means a very poor crop, and any less rain means failure. Their 
ntime, thi iurmers hang on by a very thin margin. 
im for Tra . , : 
in the settli DEVELOPMENT OF JORDAN RIVER VALLEY 
[ran wo We would hope that as a result of the work which has been done 
it aid in tl ry effectively by Ambassador Eric Johnston, we have perhaps found 
‘key for development in Jordan of the resources of the Jordan River 
V alle y. Mr. Johnston visited the area in June, and he was able to 
scuss this problem separately with an Arab group, and with the 
| Government of Israel. We certainly are very much more optimistic 
cal pictur : han we ever have had reason to be before, to hope that a solution of 
ble. When | the disputed waters of the Jordan can be found so that the waters can 
ne sporadic |) be div ied and stored and utilized to the advantage of the region. 

He has not yet succeeded in obtaining agreement. We felt he was 
overnme! ery close to agreement on the Arab side, but that the negotiations 
or a& 2-ye: vith Israel may prove to be more difficult. But this project, from 
ker gover! being one which appeared hopeless when it was suggested last autumn, 
mean tim has now become one where constructive thinking is going on, and 
1 any inte! where a constructive solution appears to be possible and perhaps even 

probable, even to our most conservative diplomatic representatives 
eignty, th in the Near East, who were very, very skeptical, indeed, when the 


een cut off project was first brought up. 
A solution, of course, would have a very helpful effect on one of the 
other programs which we are asking you to consider, and that is the 


nfluence is | 
i ; 
: Palestine refugee program. 


ich educa- 


full sover 
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SITUATION IN EGYPT 


Now turning to Egypt, Egypt is now governed by a junta of army 
officers, and the leader is Colonel Nasser. That Government is liberal 
in its social approaches, and it shows every desire to move along x 
fast as it can with economic development. There is every prospect 
I think, of settlement of the Suez base problem with Great Britain 
That is now in the cards, and we could hope that a solution of tha; 
problem, with a solution of the Tranian problem, would really give \ 
a big lift throughout the Near East. 

Senator Dirksen. Is there something in the mill for land reform in 
Egypt now? 

Mr. Garpiner. Egypt has a land-reform program which has beep 
actively carried out by the revolutionary command council under 
Colonel Nasser, and very recently he distributed title deeds to some 
8,000 acres to a group of villagers. Of course, it is a very massiy 
problem, sir. The available lands in Egypt total only about 6 millio 
acres, and if you divide that on an equalitarian basis among 20 million 
people, there aren’t many acres per person to go around. But they 
are making a start, and they have got hopes that by controlling th 
Nile River to better advantage—and they do know how to control 
it—they could bring in greatly increased quantities of arable land 


SITUATION IN IRAQ 


Senator Dirksen. What is the picture in Iraq? 

Mr. Garprner. In Iraq we have a country whose leadership is 
strongly anti-Communist, and a country whose leadership is devoted 
to the proposition that its people do need economic development. I 
is a country with two types of resources. One is oil, and the other is 
unused water. This can be married with oil revenues, over the course 
of the next 4 or 5 years to the great advantage not only of Iraq but 
of the entire area. 

The funds requested for Iraq in this program on the economic side 
are comparatively small. I think that they have been extremely 
effectively used. The Iraq people are determined to carry out thei 
development program, largely linked with the control of the Tigris 
and Euphrates Rivers. 

They have accepted the advice of a very distinguished American 
engineer, who sits on their development board. He has told me that 
in the course of the next 5 or 6 years the financial resources available 
to the Iraq Development Board through the oil royalties, 70 percent 
of which are devoted to this development program, can be used 
advantage 

Iraq is pi iving her own way on this program, with a minimum of 
technical ene e, and is doing very well. 

On the military side, as you know, we have agreed to consider 
extending fnilitary aid to Iraq, and that agreement is signed and the 
program, I believe, is now under close study by the Pentagon, follow- 
ing the return of a military mission. 

Senator Dirksen. There is a good oil development in the Kirkuk 
field there? 

(Discussion off the record.) 

Senator Dirksen. Is that entirely a British operation? 
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Mr. Garpiner. It is an operation of the Iraq Petroleum Co., in 
which there is a junior American interest and a French interest, and 
, minor interest of an Armenian gentleman. 

Senator DworsHak. Yow much of that oil is imported to the 
United States? 

Mr. Garpiner. I think, sir, that none of the Iraq oil is exported to 
the United States. I think it all goes to Europe. -is for the Iranian 
oi], none has been exported for the last 3 years. 

IMPORTATION TO UNITED STATES AGREEMENT 


OIL UNDER 


Senator DworsnHak. I mean under this proposed settlement. 

Mr. Garpiner. Under the proposed settlement, certain American 
oil companies would take part in a consortium. They have sub- 
stantial markets, not only in Europe but also in the Far East, and 
they would probably intend to direct their share of the oil to those 
markets rather than bringing the oil here. The Abadan refinery is 
naturally located to provide for the markets in the Middle and Far 
Kast 

Senator DworsHak. Where does the United States Government 
purchase its oil requirements for that area, for Europe and the Near 


Ka SI ? 

Mr. Garpiner. Our requirements, being military requirements, sir, 
you mean? 

Senator DworsnHak. Yes. 

Mr. Garpriner. If I could, I would rather turn that question over 
to my military colleagues, if they could answer that question. 

Mr. Pauw. Saudi-Arabia, I believe, is the major source. 

Mr. O’Hara. I have no recent information, but 2 years ago | 
checked with all ot the oil used by our fleets in that area and it came 
from Saudi-Arabia. 

Senator Dirksen. Mr. Gardiner, what oil goes to the refinery at 
Haifa? 

Mr. Garpiner. The oil at the refinery at Haifa is being supplied 
from the Western Hemisphere. 

Senator Dirksen. What crude goes in there? 

Mr. GarpiIner. The crude comes from the Western Hemisphere 
now, because the Arabs will not permit the passage of oil through the 
Haifa pipeline. 

Senator Dirksen. That pipeline has been shut off? 

Mr. Garpriner. Yes, the pipeline is shut off physically in Iraq and 
in Jordan. More recently, the Israelis have obtained certain supplies 
of petroleum from Russia, I believe, in exchange for citrus fruit. 

Senator Dirxsen. Let us go to Saudi-Arabia and Afghanistan for 
& moment. 

(Discussion off the record.) 

ASSISTANCE TO AFGHANISTAN 

Senator Dirksen. Now, Afghanistan never seems to give us any 
problems, particularly. They don’t seem to ask for very much, and 
it is good rough country and good sturdy people. 

Mr. Garpiner. They have asked for some assistance in meeting 
grain shortages, which we have been ready and able to furnish them. 
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Perhaps Mr. Kennedy, who has been Director of the Office of Sou 
Asian Affairs, might like to address himself to the Afghanistan prob 

Mr. Kennepy. I am Director of the Office of the South As 
Affairs. 

The Afghanistanis are very friendly people, friendly to us; it is 
aheeneeaee country which needs some help. The program 
have for it is small in terms of what can be done there. 

The i hehe part of the country in which we have been inter 
financially has been the Helmand Valley, which is in the sout! 
part of the country. 


EXPORT-IMPORT BANK LOAN 


The Export-Import Bank loaned some $20 million in 1950, I beliey: 
it was, for the construction of some dams there, to provide storag 
water for irrigation. Just recently the Afghans applied for an 
additional loan, which I think will run about $18% million, for furthe: 
development of the valley, including irrigation canals. 

Senator Dirksen. Are you familiar with the terrain of Afghanistan’? 
It would appear to me that that is an awfully rugged place for th 
Soviets ever to come through in any operation, they may have 
looking toward India, it would seem to me. 

How does Baluchistan get lost in all of this business? 

Mr. Garpiner. That is a Province of Pakistan. 

Senator Dirksen. Give us a word on Pakistan, 
get back to Mr. Paul. 

Senator DworsHak. 


and then we will 


Does Afghanistan have any military forces’ 

Mr. Kennepy. I don’t know the size of the military forees, but 
they are small. They are not very well equipped. 

Senator Dworsuak. We have sent no military 
assistance of any kind there? 

General Srpewarr. There is no grant aid, 
there. 

Mr. Garviner. We sent $1,450,000 worth of grain to Afghanistan 
in 1954, under section 550 of the act 

Senator Haypren. Are they likely to want more? 

Mr, Garprner. I suppose it is always possible. There again your 
agriculture is on a marginal basis; they have good years and bad years 

Senator Haypen. It would depend whether they had a wet or dry 
year. 


equipment ot! 


and ho reimbursable aid 


GRAIN PRODUCTION IN AFGHANISTAN 


Senator DworsHak. What do they 
projects there? 
Mr. Kennepy. Cotton, grain, 


produce in their agricultural 


and foodstuffs. 


Senator DworsHak. They don’t produce enough grain for their 
own use? 

Mr. Kennepy. In a good year, they have. When the weather is 
bad production drops. ‘You will recall perhaps the large program we 
put on for Pakistan. Some of Afghanistan is the same geographical! 
area, so where you have little snow or rainfall, you could expect there 
would be some effect in certain sections of Afghanistan. 

Mr. Pauw. Distribution is also a part of that program; it is very 


hard to move the stuff around the country. 
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SITUATION AS RELATES TO INDIA AND KASHMIR 


Senator Dirksen. What is the Pakistani situation at the moment, 
as it relates to India and to Kashmir? 

\ir. Kennepy. In Pakistan you have the Moslem League still 
trolling the central parliament. The Governor General is a very 
ng man, and the Prime Minister, formerly Ambassador in the 

nited States, is a very popular figure. 

But the Moslem League recently suffered a serious political defeat 

Kast Pakistan, so serious, and the resultant government was so 

that it was necessary for the central government to institute 
rnors rule. The former Secretary of Defense, in the central 
rment, was sent to east Pakistan to be governor. ‘That was in 
r that order might be maintained there. 

On relations with India, as you know, Senator, the proposed military- 

program for Pakistan received very serious adverse reaction in 

India. 

\lthough the publicity campaign and the public reaction has died 
wn with the cava of time, I am informed that there is still 
esentment in India. This has not shown itself as yet in any very 

positive way in terms of relations between the two countries. 

The Kashmir issue has been very gene. There has been no real 
scussion of Kashmir in the United Nations for over a year. 

During that period, the Prime Minister of Pakistan and the Prime 

\finister of India have had private conversations on the subject, 

it so far as I know, nothing really constructive has come out of 
hem 

There are some indications that Kashmir may come up again in 
he Security Council this fall. We have no positive word on that 

as yet 


DISPUTE OVER INDUS VALLEY WATERS 


The other major dispute between India and Pakistan, that has 

nh cau sing concern, is over the Indus Valle y waters. The greatest 

igated section of the world I think is in the Punjab which the 
artition cut in two, and so some of the wate necessary, for the 

igation of West Punjab now flows through or out of India or 
Kashmir, or both. 

The ies Bank has been using its good offices for the past 2 
ears in bringing the engineering representatives of the two parties 
‘canine to attempt to work out an agreement on the use of the 
waters of that whole area. 

At the moment, those negotiations have not been successful. 

Senator Dirksen. Now, Mr. Paul, suppose we get back to you. 


DEFENSE SUPPORT FOR GREECE 


And we can get back to the end of the horn, so to speak; we will 
tart with ¢ I see there is a request for $15 million here for 
defense support. 

You ask nothing for development assistance and nothing for tech- 
nical cooperation, which means that there will be no economic aid 
n this bill for Greece. 

You have only defense support in addition to the military assistance 
program. 


meece. 
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Mr. Pauw. That is correct, sir. 

I think the record should indicate, however, that the distinctio) 
between the defense-support assistance and development assistanc: 
is largely a distinction in the criteria under which the need for aid js 
established and not so much a difference in the type of assistance tha 
is actually furnished to the country. 

I can amplify that I believe and illustrate it in the case of Gr 
particularly. 

Greece is a relatively small country, with a population of about § 
million, and they are supporting an oversize defense effort, which is 
beyond their present economic capacity. They have suffered from 
not only the devastation of World War II, but also the large-scale 
guerrilla war activities. 


UNITED STATES INVESTMENT 


The United States has put a very substantial investment int: 
keeping the Greek country and economy alive, and also supporting its 
military forces. 

I think we can happily report now that the defense support assist- 
ance we are requesting for Greece is quite distinctly on the downgrade 
from prior years. The total of United States economic aid up to 
this year to Greece has been over $1 billion. 

However, the size of that aid has decreased very sharply in the 
last 3 years. In fiscal year 1953 it was at a level of $80 million. 

In the current year, the level of aid is $21 million, and we are esti- 
mating $15 million for next year. 

Senator Dworsnak. Was their economy established pretty well’ 

Mr. Pau. Their economy at the moment is established, Senator, 
to a considerable degree. I hestitate in saying that with too much 
confidence because although the government has very courageously 
put into effect a stabilization program, the situation is really one of 
their holding the lid on inflation: but the inflationary pressures are 
there, and the situation has to be watched very closely. 


EXCHANGE RATE 


Senator Dworsnak. The exchange rate has been dropped, has it 
not? Do you know what that is? 

Mr. Paut. It is 30,000 to the dollar. 

Senator DworsHax. What was it 3 years ago? 

Mr. Pauw. At the time of devaluation, a little over a year ago, it 
was twice that—15,000. 

Senator Dworsnak. Is that the value of the drachma now, 30,000 
to the dollar? 

Mr. Garpiner. Is is 30 to the dollar. They struck off the 3 
zeros, from the notes, about 2 or 3 months ago. 

If I could, sir, I would like to remind the committee that when the 
Greek program—— 

Senator Dirxsen. Let us get drachmas straightened out. That 
would make it 30 to the dollar? 

Mr. Garpiner. Yes, about three and a third cents. 

Mr. Pavv. I think the information I gave you, Senator, is more of 
a reflection of the real value of that particular currency. 
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enator DworsHak. Did they call in their old currency? 

\ir. GARDINER. Yes, and reprinted it. 

Mr. Luoyp. For 30,000 old drachmas you got 30 new; so it was a 
ce in the banknote system rather than the value. 

senator Dirksen. Was its purchasing value, then, pretty well 
lished at that level? 

PauL. It was getting ridiculously high in amount and impossi- 
is a means of exchange. You go into a restaurant and you pay 
0 drachma for a meal, and it is difficult. 
nator DworsHak. That doesn’t reflect any real stabilization as 
ult of our spending $1 billion for economic aid in Greece, then, 
it? 

[r. GArpINER. I think it does, if I could answer that. 
nator DworsHak. If we had given them $5 billion, the drachma 
ld be 50 now? 

r. GARDINER. I don’t think so. I would like to explain. 

Senator DworsHak. I think that would be a good thing for an 
pert to explain it. 

Mr. Garpiner. I don’t say 1 am an expert, sir, but I would like to 
ill some facts. 

Senator DworsHak. The more money we give some of these 
ntries, the more tragic becomes their economic plight. So I just 
nder what the ultimate goal is. 


\ 


ULTIMATE GOAL IN GREECE 


Vir. Garpiner. In Greece we have a good example of what the 
mate goal is, Senator Dworshak. You may recall that when the 
ram was started in 1947, the original vote for aid to Greece was 

00 million. That money was spent in 9 months. 

Now, we are down to the point where we are talking in terms of $15 
llion for a year and where we can relate that to the level of the Greek 


\ 


orces. 

Now, the Greeks are exporters of rice. 

Senator DirKSEN. You Say the Greeks are exporters of rice? 

Mr. GARDINER. Yes, that is partly, thanks to the work of the ECA 
ind MSA missions. They have erected a statue sir, to a man named 
Walter Packard, of California, who was responsible for the reclamation 
f land which enabled them to grow more fice. 

Senator Dirksen. Where is the rice area? 

Mr. Garpiner. At the mouth of the Acheloos River, and in other 
ireas in the northeastern part of Greece. 

Now that has been done and the Greeks think enough of the Amer- 

an who gave 7 years of his life to this proposition, to build him a 
marble statue. 

Senator DworsHak. How about olive oil? 

Mr. Garpiner. Olive oil is a more uncertain crop, as you probably 
now, Senator Dworshak. 

Senator DworsHak. | thought that was the main export crop. 

Mr. GarpIner. It has been a main export crop, and | think tobacco 
s another main export and more important than olive oil as an 
export crop. 

[ can recollect when we were sending over 600,000 tons of grain to 
Greece in a year. I think that you will find that that is mostly cut 





LSS MUTUAL SECURITY APPROPRIATIONS, 1955 
out this year, and you won't find much room for that quantity 
a program of $15 million. 

I think we can point out the fact that the rehabilitation, restoratio; 
and improvement that has been done by the Greeks themselves wit} 
our help and with the help of our funds has resulted in Greece being 
able, probably for the first time in recent history, to begin to pg 
its Own way. 

When you get down, sir, to a figure of $15 million of economic 4 
and compare that with some of the astronomical figures with whic! 
you are very familiar, | think that we can come to you and point | 
very substantial progress and a great success. 

Of course, it might have been done for less money, and perhaps ¢! 
amount for military and economic aid was too much, but 1 think tha: 
we can come to you, sir, with a good result. 

Senator Dworsnak. If they can curb inflation and hold their ow 
now, I will grant that. 

Mr. Garpiner. | think that there is every hope that they ca 
They would not have made this change in the value of the currency 
striking out the zeros, unless they were hopeful that they could hold jt 

Senator Dirksen. Mr. Paul, just briefly, the bread grains there are 
I suppose, wheat, $8 million worth of bread grains. And then yo 
have roughly $4% million in sugar and related products. 

Mr. Paut. That is correct, sir. 

The entire composition of the program, Mr. Chairman, is in th: 
form of agricultural commodities. 


DAIRY PRODUCTS 


Senator Dirksen. What is the $2 million for dairy products; is that 
cheese, or butter, or what? 

Mr. Pau. It is meat, I believe, Senator. 

Senator Dirksen. That is right, it is meat, I see that now on the 
chart. 


Mr. PAwt. 


I don’t believe there are any dairy products in this 
current program. 

Senator Dirksen. So the $15 million for defense support is entirely 
of food? 


Mr. Paut 


Yes, it is in the form of agricultural commodities. 


TURKISH PROGRAM 


Senator Dirksen. Now let us move to Turkey. 

Mr. Paut. The Turkish program in terms of its general justifica- 
ticn, Mr. Chairman 

Senator Dirksen. Let me just lay a foundation here, Mr. Pau! 
For direct forces support the request 1s for $25 million, and $45 million 
for defense support, and nothing for economic aid, namely, the develop- 
ment assistance, and nothing for technical cooperation. 

So you have there $70 million for direct forces support, and defense 
support. So just round that out for yourself, rather briefly, will you 
Mr. Paul? 

Mr. Pau. That is correct. The justification for the program 
generally in Turkey is similar in nature to that of Greece. It is 
considerably larger country but one which is undertaking a military 
effort far beyond its present economic capacity to support. 
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though economic aid over the years has not been as large to 

ey as it has to Greece, the estab lishment of their NATO force 

-¢' a undertakings they have made with the other partners 

theirs in Europe and in the Middle East, we feel fully justifies a 
ont nda of defense support for this country. 

The level of aid for the fiscal year just passed was $76 million, for a 

mbination of these 2 types of assistance. This year, as you indi 

sir, it is $70 million. 


DIRECT FORCES SUPPORT 


The $25 million in the budget for direct forces support refers to that 
of the aid for Turkey which is in the form of civilian-type items, 
h are to be directly consumed by the military, such as, aviation 
ysoline, POL supplies, and so on. 
In other words, although it is civilian type, it 
he military forces. 
The remainder of the $45 million of aid is largely directed toward 
projects, either in the agricultural, industry, or related fields. 
We are particularly emphasizing in our program for Turkey the 
sportation and distribution side of the economy. As of the time 


is directly consumed 


United States started operating Turkey back in 1948 they had 
tually no roads at all, and now they have 25,000 kilometers of good 


However, the situation, both with respect to the roads and with 
pect to the ports, is not adequate, 
Turkey is a country with great natural resources, it bas considerable 
ntities of ores, some of which it is now exporting, chrome among 
others, and its promise for the future is very good. 
They cannot realize that promise until they are able 
their own resources and the power they need for their industrial 
elopment, their harbors, their roads, and to some degree their 
agriculture, more fully. 
We feel that is a process which, if it were not for military effort, 
iid have been accomplished by now. Given the fact, however, 
that — are maintaining one of the largest and strongest military 
forces in all of Europe, if not the free world, outside of our own 


atte they would be over the hump. 


to develop 


NECESSITY FOR FURTHER AID 


However, it is the imposition of this military effort that necessi- 
tates further aid for Turkey. We hope that the aid can be reduced 
over a period of years and that within 4 or 5 years the Turkish economy 
will be able to support this large military effort. At the moment, 
however, we do not feel that is the case. 

If it would be appropriate, I can either defer for questions or try 
to cover more of the area now. 


FURTHER DISCUSSION OF GREECE 


Senator DworsHak. Getting back to Greece again, Mr. Gardiner, 
for just a moment, when I was over there in 1947 I saw a fleet of fishing 
schooners that we had given the Greek Government. Whatever hap- 
pened to that fleet? Are they using them for fishing now, or what? 
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Mr. Garpiner. The Greeks are experienced fishermen, Senator: | 
regret that I cannot answer that question directly. 

Senator Dworsuak. When we were over there in a group of Sens. 
tors from this committee, we were over there in 1947, they admitted 
they were good fishermen, but they said why should they fish as lonp 
as we gave them fish, and the schooners were rotting at the whar 
down there. They were never used, I believe, for actual fishing 
expeditions. 

Mr. Garpiner. I don’t think the program for Greece has provided 
supplies of fish, in lieu of Greek fishermen’s activities, sir. 

Senator Dworsuak. They weren’t using the schooners thi 
that time. They rather scoffed at the idea that we should provid 
fishing schooners and fishing boats for them to use. 

You don’t know what happened? 

Mr. Garviner. | don’t know. 

Senator Dworsuax. Could you find out and put a little iten 
there and find out what happened? 

Mr. Paut. You want to know what happened to those fishing boats 
whether they were used and specifically whether the United States 
gave them fish. 

(The information referred to follows:) 

1947, UNRRA did supply Greece with 9 diesel-engined fishing bo 
200 to 250 tons each These vessels were auctioned off | 


t to various fishing cooperatives on a 25-percent downpa 


I 


proceeds going t ie Greek Government for use in its g 


program far a ‘ know, the boats are still in use. 


) 


DworsHak. We gave them to Greece under UNRRA 
beautiful ships from the New England territory, and they were tie 
at the wharfs and the Greeks did not use them and refused to us 
them in 1947. I wonder what happened to them. 

Mr. Garpiner. These were UNRRA ships rather than U 
States aid? 

Senator Dworsnak. Yes, but they came from this country, and 
they had UNRRA labels, but they were this country’s ships. 

Mr. Paut. Mr. Chairman, I had just completed a brief résumé of 
the Turkish program. Would you like me to go ahead now on these 
various items? 


Senator 


FUEL ITEM 


Senator Dirksen. What are the industrial raw materials, that is 
$10 million there on that item? There is $10 million there under the 
item of fuel. 

Mr. Pauw. Yes, there is $10 million in fuel in the program. 

Senator Dirxsen. Is that oil? 

Mr. Pau. Yes. 

A large amount of the fuels, if not the entire amount, Mr. Chair- 
man, is for the direct-forces support which means it will be directly 
consumed by the military, and there is some aviation gasoline in that 
figure. 

CAPITAL EQUIPMENT 


Senator Dirksen. And now the capital equipment, which is the 
largest item; that is $39 million. 

Mr. Pauu. That is a continuation of harbor development, ma- 
chinery for road construction, power, and for the development of 
large extractive industries. 





Turkey h 
+ capital 
es and oth 
Sel ator I 
e they stil 
Mr. Pav! 
msiderable 


senator | 
manufactur 
We PAt 
Chairman, | 
The infe 
e 23 


yes 


) 


o 
cal 


reakdo' 


( aneow 
tine anc 


I and | 


Total 


senator 


m, and | 


So we m@ 
banon. 
Mr. Pat 

ral an 

here for r 

economy a 
The exac 

as vet bee 

economy a 

tion of the 

ind only 1 

country. 


We hav 
has, under 
possibilitie 
dams, and 

The plat 
the Leban 
the finance! 

That wi 
from assis! 

Senator 
communit 
and would 


50226 


1, Senator 


oup of 


ey admitt 


’ fish a 


the Vv harfs 


‘tual f 
1as pro 


rs the 


yuld pre 


ttle ite: 


shing b 
hited S 


VY wert 
used 


ian | 
untry, 
ips. 


. 
f résumé 
Ww on tl 


als, that 
» under 


AM. 


Mr. Ch ulr- 


be directh 


‘ine in tl 


iich is 


ment, ma- 
opment ol 


MUTUAL SECURITY APPROPRIATIONS, 1955 19] 


ey has very large quantities of ores, and the main mane of 
apital equipment will go into the establishment of power facili- 
nd other related facilities. 
itor Dirksen. Their chrome is of rather low grade, isn’t it, and 
ey still developing their chromium deposits? 
They are developing them, sir, and exporting quite a 
e amount. 


OTHER MANUFACTURES AND RAW MATERIALS 


itor Dirksen. Then you have an item of $9,400,000 for other 

actures and raw materials. 

Pau. I will have to get the breakdown of that for you, Mr. 

nan, and I don’t have that in this book, I am sorry to say 
information referred to follows:) 


ge 229 of the FOA budget document, it is indicated that $8.4 
| year 1955 program is for “other manufactures and raw 


down of this amount, as requested by Senator Dirks¢ 


eous 1ron and steel 


» and professional instruments 


s 


‘ Dirksen. Well, a 


a | don’ { Suppose we 


— that sets it up 1n reasonably rood 
eed to bel abor the details of it t o much. 


ECONOMIC AID FOR LEBANON 


we might go on now, and suppose we move over to Syria and 
wnon 

Paut. The economic aid for Lebanon is in the largely agri- 

ral and water resources fields, and a certain amount of it is in 

for road development. That is a very major weakness in the 

nomy at the moment. 

exact composition of this aid for the coming fiscal year has not 

et been determined. <A very important factor in the Lebanese 

omy and, in fact, the most important factor, is the future disposi- 

on of the waters of the Litani River, which is their only major river, 

ind only major source of water for the future development of the 
ry. 

SURVEY OF LITANI RIVER POSSIBILITIES 


We have recently completed, or rather the Bureau of Reclamation 


under contract to FOA, a thorough survey of the Litani River 
bilities, and engineering plans for the development of tunnels, 
and various other networks to utilize that water. 
he plan is in semifinal form now, sir, and it has been delivered 
Lebanese Government. We hope that it will form the basis for 
financing of that particular project 
That will largely come, we hope, from banking resources, and not 
m assistance funds. 
Senator Dirksen. My understanding is that there are a good many 
ommunities over there that do have difficulty with water supply, 


and would be quite content if there is a supply available if nothing 


54 13 
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more than water brought up to a community or a village. an, t] 
let them haul from spigots every other block or so. That would q 
take care of the situation. I have had 2 or 3 of those situa; 
presented to me. 
Is that the kind of a program that you 
Mr. Pavt. Yes. There is nothing elaborate at all. It is the drilljy 
of wells, utilization of their ground w 


engaged in 


are pursuing over ther: 


However, the future of the 


Lebanese economy, at 
the agriculture sector 


and also its power, which is an acute sho 
lies in the development of the Litani River. That is the one 
project, as I indicated, that holds the key to the future of the cou 

Senator Dirksen. So in the main, this economic assistance is aln 
entirely in the field of making availa 
munities? 

Mr. Pav. It is water supply and also some 
agricultural field, and there is also & project 
ment of their road network. 

They have fairly good roads 
mountainous sections of the country, which, 
substantial in that small country, 
inadequate 


Senator Dworsnax. Do they have military forces in Lebanon? 

Mr. Pavt. I don’t know about that. 

(Discussion off the record ) 

Senator Dirksen. Now. 
ment assistance for Syria, and also for technic 

Give us the first item on economic aid. 

(Discussion off the record. ) 

Mr. Paut. I may say, sir, that we 
the Chair to classify or keep classified the figures indicated in th; 
development assistance column for all of the 
and Africa. 

Senator Dirksen. When you go 
that thosé are deleted? 


assistance in 


al cooperation. 


through the transcript will you se. 


REASONS FOR CLA 


Mr. Paut. Yes. | would like to 
why, and Mr. Gardiner | 
marks, but it is most 
classified. 

[ think I can explain why on the record. 
the President last year to treat the Ne 
assistance funds as a package. 
flexibility within th 
among countries. 

As was pointed out, to the Cong 
was in the Near East, particularly 
situation. 

We had special problems which I am sure this committee is familia 
with, with Israel, on the financial side and perhaps the central] problem 
was the great unrest in Iran. 

That was a year ago. Thanks to the flexibility which the Congress 
has granted us, we were able to move in very rapidly in a situation in 
Iran, in which disaster threatened, 


SSIFICATION OF INFORMATION 
, if I may, point out the reasons 


important in our view that they do be kept 


The Congress authorize 
ar East economic development 
In other words, they allowed him the 
© amounts appropriated to distribute the amounts 


ress last year, the reason for that 
, we have a very volatile political 
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lage, and | he flexibility which the Congress gave to the President enabled 
at would m to make an immediate financial grant at the height of the crisis, 
Lose situati: ;; summer, which we think, in large measure, saved the country. 
are requesting the same flexibility in our funds this vear. 
ver ther P(ertain of the figures we have indicated, as I will explain as I go 
Lis the d slong, to some degree have a contingent tag on them. 
re now lare However, there are a number of things we simply can’t predict 
nomy, at at this time. That is why we have classified the figures. And we 
cute sho rain requesting a package of aid for the Near East and Africa 
the one {$130 million as against $147 million for fiscal 1954. 
if the col 
ance is a FURNISHING OF AUTOMOBILES UNDER POINT 4 PROGRAM 
to these 
Senator DworsHak. How many automobiles did they furnish 
stance in | r the point 4 system in Iran this past year? 
- the devel, Mr Paut. How many automobiles? 
Senator DworsHak. They were shipping a lot of cars over there. 
but up in } ind what use was made of those? 
OW, are Mr. Paunt. Do you mean for use by American technicians? 
re complet, enator DworsHak. No; for the Iranian people. Do you have 
nv idea? 
Lebanon Mr. Murpuy. There was a procurement authorization for passenger 
mobiles, which totaled $800,000, Senator Dworshak. 
Senator DworsHak. What did they do with those? 
Pie dieol,, \ir. Murpuy. They were for use in the Iranian economy generally, 
tion. for sale to Iranian businesses and individuals. 
Senator DworsHak. Funds would be put in to counterpart. 
\ir. Murpny. Yes, sir; those would require the Iranians to put up 
permissio! ounterpart. 
cated in t] Senator Dworsnax. Isn’t that a rather farfetched interpretation 
Near Fac { point 4 programs? 
Be Pau. I would like to explain. On the Iranian program, I[ 
a a think this requires a bit of an explanation. 
; Se enator DworsnHak. I would think so, too. 
Mr. Pauu. I will be happy to give that to you. The $45 million 
N f emergency aid, which has been increased to $60 million over the 
ourse of fiscal 1954 was for two main purposes. One of these was to 
the reasons & meet an almost complete lack of foreign exchange in the country, 
nt these pe. & With which to import essential commodities. The other aspect of that 
do be kent program was budgetary support. 


Ss authorize FINANCIAL AID REQUESTED 
levelopment 
ved him the 
he amounts 


The Mossadegh government had resorted to the printing presses 
t before he was overthrown. The treasury was empty, and they 
were in desperate financial straits. They requested the United States 
$300 million worth of aid, and I happened to be in that country 
at ; the time the request was made and at the time the final decision 
vas made, 
Senator DworsHak. What kind of aid did they want? 
Mr. Pau. Financial aid. 
Senator DworsHak. Just dollars? 
Mr. Pau. The less strings the better, and they would have much 
ferred to have had a check drawn. 


on for that 
ile political 


é is familia 
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Under the provisions of then section 513b, and ] don’t know 
the section is in the new legislation, the President is authoriz, 
give up to $20 million of assistance to any country without rega) 
specific legislative conditions 

This provision. of course, Was put in to meet emergency situs 
and, in his opinion, this was such a Situation, 

Senator DworsHak Apparently, they didn’t need the automo) 
but they needed the counterpart funds which would result fro} 
sale of the automobiles in [ran, 

Mr. Pau. The Iranian importer had to pay local currency ti 
central bank and the bank in return furnished the foreign exch, 
and it Was those rials that were needed by the Government t 
paying its military and civilian salaries, among other things. 

They had, at the time we moved in, not paid their army for over: 
months and thei; civilian Government employees for over 3 months 

So that it is indoubtedly true, Senator. that some of the thi: 
that the dollars were used for were not the most essential, and I doy 
think that there is any point in disguising that. I am sure it hay 
pened 

Senator DworsHak. | Was Just inquisitive to know. T could vis 
ize the need of many things for the econom\ and for the people 0 
there, but it aroused my curiosity when I learned they were sen 
cars over there 


Mr. Pat L. We would much prefer of course, to program that ite! 
by item, as we intended to do in our regular programs. but this was 
fire, and it had to be put out 


ARMENIAN SITI \TION 


Senator Dirksen. Let me ask you, Mr. Gardiner, what has hay 
pened to those Armenians who were up just between Turkey 
Lebanon in the northeastern end. and there was one other colony 
north, I think, of Iran, rather a substantial group. 

In other vears, we always heard a good deal about the Armen 
problem and Armenian requests, and | supposed we had been mal 
some effort to take care of that problem 

Mr. GZARDIN} R This history roes back LO the First World \\ 
rather than the Second There are substantial Armenian commu 
ties throughout the Near Kast, and there are some in the Jord 
Valley, there are a good Many in Syria, and there are some in Lebano: 

They have r established themselves over a period of time. T) 
are those who left their own country, which lies on the borders of Rus 
and Turkey 

| was not aware that that was an immediate problem at this tir 
There is an Armenian Socialist Soviet Republic. Other Armenian: 
who left their country after the first war are pretty well scatter: 
throughout the Near Kast. 

JORDAN 


Senator Dirksen. Now. Mr. Paul, what about Jordan? 


I notice here that there are an estimated 480,000 refugees in a pop- 
ulation of 900,000. 

IT am curious, as a physical mattter, how they can accommodat 
480,000 refugees in a country of such small size? 
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Pau. Mr. Gardiner, I think, is our leading expert on that sub- 
f 1 may defer that 

itor Dirksen. You know what an expert is, and | have to get 
he record 
ey say an expert is one who can advise vou how to go wrong with 
ence. So will you tell us? ; 

GarpINER. I have already denied that I was an expert 


JORDAN POPULATION 


figures for Jordan population, sir, are about as follows: There 
) be about 400,000 people living in Trans-Jordan on the eastern 
the Jordan River In Arab Palestine there was a settled pop- 
n, and this includes the old City ol Jerusalem, and several other 
tantial towns, of approximately 350.000 
that total there has been added the influx of those Arabs who 
displaced from their homes in what is now Israel, amounting to 
00 
That is a great tragedy, indeed. On top of dire poverty was 
posed this disaster, and quite aside from who was to blame for it, 
orld has a very serious problem on its hands, which I think the 
has recognized 
1 could, sir, 1 would like at this point to file with the stenographer 
record of contributions made by 57 nations to the program for 
se Arab refugees from Palestine, which show a total contribution 
the last 6 years of $210 million, of which our share has been $117 
on 
Ve have contributed more than half, but by no means has the 
of the world forgotten this particular problem. 
With your permission, sir, May this be filed? 
Senator DirKsEN. Without objection, that will be included in the 
rd 
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COST TO UNITED NATIONS 


Mr. Garpiner. These people live under very, very difficult co 
tions. They live in tents, in barracks, and in camps, and so 
them still live in caves. Others are finding their way into the e 
omy of the country, and building their own shelters. 

These people have been provided food, health, education 
housing through a United Nations’ program which has cost the | 
Nations, but not the United States, a total of about $25 million a 

By and large, we put in some $15 million a year out of that 
million 

That has proy ided not only for the refugees in Jordan, who n 
480,000, but additional refugees in Lebanon, in Keypt, and in S 
The total number is of the order of 850,000. 

If vou divide that out, you get a cost per person of about $30 a vea 
With that reasonab le standards of he alth have been maintained 
an educational program has gone forward Kighty percent o! 
children of school age among these Palestinian groups are no 
school, that is of elementary school age 

Advanced education is available for some of them. These peo] 
were the most highly literate of all of the Arab group, and they h 
the advantage of orderly government in the period from 1920 to 194: 
They had the benefit of considerable outside investment, la 
coming from Jewish sources in Palestine, but they have now had 
leave their former homes 

We are faced th a problem, the world is faced with a problem 
their ae in a key area We hope to provide for the 
habilitation of many through reclamation projects. 


ESTIMATED COST OF DAMS 


Senator Dir 
this money wil 
three dams 


EN. You say here in your identification that som: 
ve used on the irrigation system. That contemp! 


KS 
| } 
i 


Is there an estimated cost on these dams? 

Mr. Garpiner. On the Jordan River we can give you fairly clos 
estimates. I would like just by way of background to point out that 
we divide our MSP funds between the refugee program and othe: 
program, on the theory, which we are certain is sound, that it cannot 
be only the refugees who obtain the newest and best facilities. 

The refugee is not generally a welcome person in any communi 
and if he is to be treated on better terms than the native inhabitants 
of a country, you are going to give rise to very serious frictions. 

Now, as for the cost of irrigation in the Jordan Valley, it has bee 
estimated that some 125,000 acres of three-crop land coul 1 be brought 
in, in Jordan, on the Jordan section of the Jordan Valley, at a total 
cost of about $500 per acre. 

That includes not only the irrigation, main irrigation canals, but 
also the community facilities. Actual cost of getting the water i 
your main canals, for that acreage, is about $40 million. 

That might provide for a living for 150,000 to 200,000 additional 
people, most of whom we would hope would be refugees. 

These people are entitled, be it remembered, according to reso- 
lutions of the United Nations, which we have supported, to compensa- 
tion for their lost property. 
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ev were the victims, if you like, of circumstances imposed on 
from outside, both by Arab States and by the Jewish State, and 
world 

hope it will be possible to put works of that character in hand 
Jordan Valley within the next few months 


CONCERN OF EGYPTIANS 


Secondly, there is a prospect in Egypt; the Egyptians are very 
erned about 200,000 of the Palestinians who now reside in Gaza, 
h is the most northerly section of Egypt, territory that fell to 
nt following the conflict in Palestine. 
Egyptians have indicated they would make Nile water avail- 
for these people, if the Nile water could be led to territory Iving 
to the east of the Suez Canal. 
lhe feasibility, engineeringwise of that project, is now under close 
It looks there as if it might be possible to get 60,000 or 70,000 
es of very fertile land reclaimed at a reasonable cost. 
Now, an acre of land supports 3 Egyptians, and an acre of land 
vht well support 1 or 2 Palestinians, under conditions to which a 
stinian could adjust himself. 
While those costs may look high, I would point out that prices of 
cultural land in the Near East really are fantastic by our standards 
best land in Egypt will change hands for £1,000 an acre. An 
Egyptian pound is worth $2.80. 
When you talk about a reclamation project of this order, it is not 
ineconomic as it might appear to those who are accustomed to 
er conditions. 
Senator Dirksen. Does this Jordan development follow out pretty 
ell the basic pattern set out by Lowdermilk in his books many vears 


) 
) 


\ir. Garpiner. Lowdermilk, sir, was an employee of the Jewish 
ency and later of the Israelis, and his task was to find out how much 
ter could be brought to Jewish territory, to serve Jewish needs 
Now, such a project cannot be carried out to the full and do justice 
(rab needs 

The attempt now is to obtain a division of the water between Israel, 
on the one hand, and the Arab States on the other, in such manner 
that irrigation can be carried out economically by gravity flow instead 
of by expensive pump lifts, and in such manner that the agricultural 
lands in the Jordan Valley can be utilized with an eye to the settlement 

a substantial number of the Arab refugees from Palestine. 

That might be the key to easing a great many tensions. It is for 
that reason, sir, that we are requesting the reappropriation of the item 
on page 147 of the presentation book, of $23 million. 

It will be required in part to provide relief funds next vear for the 
{rab refugees and in part, we hope, it can be devoted to the construc- 
tion of the types of works which I have been deseribing. 

In addition to that fund, the House has authorized a further fund 

$30 million for which we do not wish now to seek appropriations. 
We would like permission to come back to this committee, at some 
later session, to seek those appropriations if-we are closer to coming 
to terms with Israelis and Arabs regarding the construction of these 
large works. 
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Senator Dirksen. We will conclude there and start with Isr; 
after lunch. 
PROPOSAL TO SEND BUDGET EXPERTS ABROAD 

Senator Dworsnak. May I ask one question there? 

Mr. Paul, last year in hearings on foreign spending, we were advis 
that several experts were being sent abroad to teach these benefi: 
nations how to balance their budgets. Now, how many expert: 
going to be provided for in this budget for that purpose? 

Mr. Pau. For that purpose, may I give you that right after lunch 
I don’t have the figure with me right at this moment. We can ge; 
an estimate. 

Senator Dworsnak. I think we ought to know because perhaps 
we can employ these people to good advantage in this country instead 
of sending them abroad. 

Senator Dirksen. I asked for a breakdown of personnel by cate- 


i 


gories and countries, and I think that when that is made up, I suppos: 
that you will have that tabulated, so that we can see who under each 
of these programs in each country is on duty abroad. 

Have you had a report from those experts on 


Senator DworsHak. 
balancing the budget? 

Mr. Pauw. As a matter of fact, we have had difficulty in recruiting 
budget balancers. 

(The information referred to follows:) 

FOA does have 29 public administration technicians on its rolls, spread over 
17 country programs in the Near East ares Of these, nine are tec a ians in 
field of internal economic affairs, such as accounting, tax specialists, ete. There 
are no budget balancers as such. 


(Whereupon, at 12:30 p. m., the committee recessed until 2:30 p. m 
the same day.) 


AFTERNOON SESSION 


DEVELOPMENT ASSISTANCE FOR INDIA 


Senator Dirksen. We will come to order. 

There is in the bill $85 million for development assistance for India, 
which in normal terminology would be economic aid, and $19,500,000 
for technical cooperation, so that there is a total of $104,500,000 for 
India, 

I think we have been advised that of the § 
was in terms of section 550 commodities. 

Mr. Pauw. Forty million dollars of that amount, Mr. Chairman, is 
projected for that program. Of the $85 million in the program, we 
estimate that $40 million will be in the form of surplus agricultural 
commodities. 

We have tentatively, again, split that fairly evenly between wheat 
and cotton. I think that the exact amounts of each, we will have to 
determine as the year goes along. But it is our estimate that substan- 
tial amounts of each of those commodities would be involved. 

Senator Dirksen. Is that on a counterpart basis, or not? 

Mr. Pau. The thought is that these commodities will be sold, and 
that the rupee proceeds of the sale of the commodities, the local 
currency proceeds, would go into the development fund, the disposi- 


$85 million, most of that 
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with | of which has our approval as well as the Indian Government’s 

val. It is not a counterpart fund in the sense exactly comparable 

the European counterpart funds. It is an Indian account. How- 
there is a joint determination as to its use. 


. DISPOSITION OF SURPLUS COMMODITIES 
vere ad 


 benefi: Senator Dirksen. Mr. Paul, I think it would be well if you could 
expert ; it a table showing the disposition of surplus commodities by 
ries, and the value thereof, so that we would get a pretty clear 
re of what the diffusion of those commodities was for the program, 
vhat you contemplate for 1955 insofar as you know. I think that 
| be rather helpful. 


after lu 
We car 


ise perhaps Mr, Paut. I believe, sir, we have submitted a table for fiscal year 
‘try instead 154: and you want the same sort of thing for 1955? 
Senator Dirksen. If you can estimate it for 1955, with the under- 
standing, of course, that circumstances beyond your control or events 
, I suppos hat we cannot foresee now may occasion a modification in your 
under ea estimates. 

Mr. Pauu. We will be very happy to furnish that. 
experts on [he information referred to follows:) 
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or Dirksen. At this point, let me for Mr. Kennedy’s con- 
ce submit to him. And, Mr. Kennedy, suppose you tell us 
tory about India and Pakistan, and you can join them up if you 


KENNEDY. I think that I a first talk about India. I 
like to hold it on the brief side, because I think pe rhe aps you may 
a oer members may have questions that are more One. 
r Dirksen. We had a lot of discussion on India up to this 
on vane days 
KenNepy. I would like to say that I am sure Ambassador 
vould very much like to be here, and that he 1 egrets that he 
able to \ppe ar. He was here in April, and supported very 
ly before the House Foreign Affairs Committee the program for 
What [ have to say is completely in accordance with 
ssador Allen’s Views, 


SITUATION IN INDIA 


ould like to mention two main points, and there are subsidiary 
s that could be elaborated, but I would like to say in the first 
nee that we have in India a country rather newly independent, 
1 know, which has established a constitution and is working 
ch democratic institutions. They have free ges ae a free 
and freedom of travel People can criticize the Goverrment 
yut being put in jail. They incorporated in their constitution a 
f rights, and a lot of their constitution is based not only upon 
sh constitutional procedure, but upon our own Constitution. 
yurse, they have courts of law and Anglo-Saxon juridical pro- 
resin the main. So that you have here a country that is attempt- 
» make a vo of it, to establish the ability to serve the interests of 
people of the country through democratic institutions; and as 
bassador Allen has said and as the Secretary of State has said, 
s a situation in which it is to our interests to be as helpful as we 


l 


would be a tragic mistake, and I think the Ambassador used that 
|\—it would be a tragic mistake if the people of India and the 
ers of India lost faith in democratic institutions You can elab- 
e that by pointing out the drama that exists in Asia, with the 
imunist government in China attempting to make positive progress 
igh dictatorial and authoritarian means, and the Government of 
a attempting to make progress for its people through democratic 
LULLONS. 
FEELING IN INDIA AGAINST PAKISTAN 


Senator Dirksen. As of now, how intense is the feeling between 
ia and Pakistan? 

\ir. Kennepy. The feeling in India against Pakistan is quite 
ense, as was mentioned this morning, because of our military 

ogram, In Pakistan, I would say also that the feeling is quite 
ense. Actually, I would say the emotional content of the feeling 
Pakistan is greater. 

For one reason, it is because a large part of the livelihood of west 

‘akistan depends upon the waters of a particular river system, 

have in addition the religious basis for partitioning with some 
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75 to 80 percent of Kashmir people being 


Moslems, while India Olds HE cooperate 
the major section of the province. 


cont of th 

Is there 
STATUS OF KASHMIR CONTROVERSY Mr. Kr 
the most | 
on our sh 
and they 
sritish, V 
military ] 
q military 


Senator Dirksen. What is the status of the Kashmir controvers 
Is it supposed to be in a state of calm at the moment? 

Mr. Kennepy. The Security Council is stil] considering the js 
and Dr. Frank Graham is ‘sti]] United Nations representative 
maintains his office in New York. and from time to time he has p! 
conversations, no doubt. with representatives of the two governments 
But there has been no activity in the United Nations on the issue. ; 
the United Nations mission that observes the cease-fire line is stil 
in Kashmir, and there have been no real hostilities across that lin, Senato 
since 1949. So it has been a very well kept cease-fire line. technical 

Senator Dirksen, What is the basic economic situation in Koy the well | 
Pakistan? One of its principal commodities, of course, was jute Mr. P. 

Mr. Kennepy. Jute is its principal export commodity, and Pakisty technical 
is developing a jute-manufacturing industry, but it is slow work {o methods 
them. So a major part of the raw jute still goes to Calcutta fi ably a cé 
manufacture into bagging and burlap. The main consumer is our- advising 
selves, 

Senator Dirksen. What about their foodstuffs? ; 

Mr. Kennepy. In East Pakistan, they are mainly rice eating, and the majo 
they do not produce enough rice for themselves, but West Pakistai Senate 
produces some rice which moves over there, so that their food sittia. gram 1s 1 
tion is not particularly difficult. But generally, in an economic sens, $186 mil 
avily populated: out of tly expendec 
76 million in Pakistan, about 40 million are in East Pakistan. It isa Offhar 
considerably smaller geographic area, so the density is greater. ture. 

The living standards are low, and the people need some economi: Mr. P 
progress. That was one of the real reasons for the political upset Senate 

Senator Dirksen. There is one additional province in the east, the out on tl 
Sind Provinces? Mr. P 

Mr. Kennepy. That is in the west. in West Pakistan. substant 

Senator Dirksen. Is that Karachi? The r 

Mr. Kennepy. Karachi is in Sind. There is also the northwest first stal 
frontier province. to estab 

Senator Dirksen. That is the dry area? ment. . 

Mr. Kennepy. Yes. , and I th 

Senator Dirksen, which ir 


the coun 
Also, ¥ 


East Pakistan is not well off. It is very he 


What is the economic situation there? 
WHEAT SHIPMENT TO PAKISTAN 


Mr. Kennepy. In West Pakistan, unless there is a drought, they Senat 
are usually self-sufficient in food. There was a serious drought Were th 
year ago which led us to ask the Congress to approve legislation Mr. | 
permitting a 1 million ton wheat program to Pakistan. That program most in 
has been completed with the shipment of about 610.000 tons, I believe, economl 
so that their food situation is now satisfactory through the aid which Senat 
we gave them on wheat. Mr. I 

Senator Dirksen. While we are about it, at this point it would Senat 
be just as well to note that there is carried here for the fiscal year make cé 
1955, $20 million for defense support and $6,700,000 for technica! is irriga 
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peration. That is a total of $26,700,000. That is about 60 per- 
of the amount allowed in fiscal 1954 for these same purposes. 
Is there anything else you want to add on Pakistan, on that picture? 
\{r. Kennepy. I might say that the leaders of Pakistan are among 
most friendly of any people in the area. They are wholeheartedly 
ur side, as witness their signature on a military-aid agreement; 
nd they have a good military establishment, inherited from the 
British, well-trained men and officers, and a base upon which our 
itary people say is one on which progress can be made in terms of 













ilitary program. 










TECHNICAL ASSISTANCE PROGRAM TO NEPAL 





Senator Dirksen. We have a small item of $780,000 for Nepal for 
nical cooperation only. That consists mainly of what? Is that 







vell program, in the main? 
\ir. Paut. Not so much a well program as it is pretty much a pure 
ical assistance program in the agricultural field to teach them 
methods of improving their productivity of crop yields, and also prob- 
ly a certain amount of technical assistance to come in the form of 
advising them on the road network which must be built throughout 
















he country. 
\lso, we have people in the public-health field, and that accounts for 






majority of the funds, sir. 

Senator Dirksen. One thing that impressed me in the Indian pro- 
cram is that for the 3 years 1952, 1953, and 1954, there was allocated 
$186 million-plus; and as of September 30, 1953, there was actually 
expended only $33,998,900. 

Offhand, that would look to me like a very slow pace for expendi- 









Mr. Paun. It was a very slow pace. 
Senator Dirksen. Considering the type of program that we carried 
out on there. 

Mr. Pavuu. It was a slow pace, Mr. Chairman, but we can report 
substantial improvement in that picture 

The reasons for it are many, but principally, when the program 
first started, there was an initial period of rather detailed negotiation 
to establish a joint operating arrangement with the Indian Govern- 
ment. A number of the projects were a long time in negotiation, 
and I think perhaps the best example of that is the tube-well project, 
which involved a substantial amount of funds in 1952 and 1953. 















TUBE-WELL PROJECT 





Senator Tarr. Might I make this comment about your tube wells 
Were they for just domestic drinking water, or for irrigation? 

Mr. Pavt. For irrigation purposes. The tube-well program is 
most important, in terms of India’s future agriculture and general 
economic development. 

Senator Tuy. How deep did they have to go down? 

Mr. Pau. They go 300 to 400 feet sometimes. 

Senator Torr. Thank you for the explanation. I just wanted to 
make certain whether it is the domestic drinking water or whether it 














is irrigation. 
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Mr. Pau. It is an irrigation proposition. 
Senator Dirksen. Why is that tube well project so slow? 
Mr. Paut Well, I think that it was something that got snarled 
in bureaucratic redtape. The tube 
to negotiate because they were negotiated 
who were going to do the work and four 
In one case this took over 12 
project was delayed 
Now, however. the 
wells have rone down 


between the contracto 
individual State governments 
months so that the expenditure on thy 
contracts are all signed. and a number of the 
They are working on 2.650 production wells 
and I believe over 900 have been drilled, and some 475 have h, 


completed. The work is moving, and it is the same way with othe 


elements of the program 


ACCELER ATION OF PROCUREM} NT PROCESS 


It was not a commodity program in the 
aid has been. and expenditures did lag 
to be worked out 
within the last fey 
Improved 


sense that the Marshall-p 
because all of the projects had 
on an individual and specific basis. However 
months the pipeline Situation has been great! 
As of July 1, 1954. we have started procurement. process 
on over $150 million; I would like to check that number if T yn 
Between December Ol of 1953, and June 30 of 1954, the amount 0] 
which procurement a, tion had not yet begun in the India program was 
reduced from approximately $62 million to $19 million. I think that 


there is every indication that in the future. that the expenditure Picture 
will look up 


il 


lso, of course, inasmuc h as a substantial amount of this progran 
is in the form of agricultural surplus commodities, the expenditures 


on those items should follow very rapidly, 


SUCCESS OF WELL PROGRAM 


Senator Dirksen. |] might ask you a question, 
well is wher it produces y ater. Do these wells produce Water? 
Mr. Pau. This is Mr John Ferris, the Chief of our India, Nepal 
and Ceylon Division. and I would like 1 
question, if | may 
Mr. Ferris. The number of wells actually completed is 479, and 
the number delivering water is 78. The difference is due to the fact 
that getting the hecessary power has been slower than the drilling 


The power supply is coming along pretty well; and the drilling is a 
little ahead of schedule, 


Senator Dirksen 


The worth of a 


O nave him answer that 


Insofar as you know, in the drilling 
all 479 produce water? 


Mr. Ferris. I shou I am sorry, sir; all 479 w ll produce 
water, but of the holes drilled for which Wells are not complete, fron 
5 to 7 percent will generally turn out to be dry holes because of bad 
sand formations However. that is a score against the 904 wells 
drilled, Whereas the completed Wwe lls, the 479 wells, do hot includ 
dry holes 


Mr. Kennepy If I might say 
answer is Correct a 


pre CESS VW 


ld say not. 


e an 


something on that. sir. 
> Mr. Paul has fiven it. 
should give you the answer, but I had be 
myself, I would like to 


I think th 
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en worried about the delay 
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well contracts took many months 


the form 
As 11 
intil Oe 
wd the 
ed p 
luded w 
ng to hi 
juiring 
2 Was 
specificat 
vractieal 
\ pros 
ad cons 
But whe 
specificat 
nose spe 


t takes ( 


Senato 
Mr. Fi 
ipees, O 
power 
the w 
ontract 
Senato 
How big 
Mr. F: 
t inch. 
Senato 
iore feet 
Mr. F: 
Senato 
In fact, t 
ippreciat 
| woul 
nere was 
delay, an 
have a ni 
expandec 
that nati 
Second 
rong ou 
and some 
to you al 
mpose si 
That is 
have slov 
inder wa 


5022 


» 


Ww! 
t snarl 
any mo 
contra 
Vvernm 
Lure on 


nber of 


lection wy 


have 
with ot 


shall-) 
rojects 

How: 
en cre: 


‘nt proc rays 


if I n 
Amount 
OLTAM \ 
think t] 
Ire pict 


S prog! 


penditu 


479. ar 
» the fa 
» drilling 


lling is 


CeSsS VW 


produ ( 


‘te, fro: 


e of bad 


04 wel 
lude an 


hink tl 
one wh 
he delay 
iat have 


MUTUAL SECURITY APPROPRIATIONS, 1955 207 


s impressed me as a part of the understanding of the delay in 
ally drawing a check against the bank account 

[he 1951 program was about $1 million, and for that there was not 

red a mission out there The program was almost entirely in 

e form of American experts going out. 

is I recollect it, the 1952 program was not passed by Congress 

October sometime, when the year was already a quarter gone, 
the negotiation with the Government of India to cover the en- 
d program, which was up to about $50 million, was not con- 
ed until January, and at that point we still had to start negotiat- 
to hire the mission chief and his assistants to arrive in New Delhi, 
rng FBI clearance before you could send them out sO that 

was almost over before we even got started on such things as 
fications on contracts and requests for bids, and all of the other 
ctieal details that are involved in a program of this size. 

\ program which would involve surplus agricultural commodities 
aid consumer goods, like sugar or wheat, could move very rapidly. 
sut when you have to have the money in hand before deciding on 

ifications and then have to request engineering concerns to bid on 


se specifications, and then decide which bid you are going to take, 


Kes quite a bit more time. 


COST OF WELLS 


Senator Dirksen, What is the cost per well of these tube wells? 
Mr. Ferris. The cost per well in the 1952 contract is about 29,600 
pees, or roughly 96,000. However, to that must be added the cost 
power supply, and incidental investments in the immediate vicinity 
the well, bringing it up to about $12,000 per well. In the 1953 

tract 

Senator Tuyr. Mr. Chairman, I would like to make this inquiry: 
low big a casing are you dropping? 

Mr. Ferris. The minimum casing permitted in the contract is 
inch. 

Senator Toye. Fourteen inch, and some of them go down 300 or 
ore feet. 

Mr. Ferris. Yes, sir. 

Senator Tuyr. That is not an unreasonable charge, $6,000, on that. 
fact, that is, in my opinion, a very reasonable charge. | certainly 
ypreciate getting that information. 
| would say, while I have interrupted, that what I gathered out 
here was that you had been faced with 2 or 3 problems that caused a 
lelay, and one was to get the properly trained native. You had to 
lave a native working with you if you were going to get the program 
xpanded and functioning locally. You had a difficult time getting 
that native trained. 

Secondly, there was always the communistic propaganda that was 
oing out ahead of you which made the local people very cautious 
ind sometimes they would run away from you rather than to come 
» you and cooperate, and always suspicious that you were trying to 
mpose something upon them. 

That issome of what I picked up out in there, which could very easily 
ave slowed up all along the way as you endeavor to get the program 
nder way. 

50226—54——14 
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Mr. Paut. I think that was undoubtedly a factor. 

Senator Tuyg. But the general costing of that casing, of 14-ine} 
casing in a well of that depth, it seems that you have a very reason! 
bid on it. 

Mr. Pau. We felt, irrespective of the delays 
could have been anticipated—it was important tl 
tube-well program, because that is the only 


which to some devs, 


means of getting eno 


water for a very fertile but otherwise dry plain, which lies at the 


of the Himalayan Mountains, and the runoff of the snows of 
mountains seeps down underneath the ground. 
voir of water there, and the only w 
wells. 


ry Ss 
Chere is a huge ri 
ay you can tap it is through 


EXPLORATORY WELLS 


Just to make the tube-well record complete, I might indicate 
we have also financed the contracts for 350 exploratory tube wel 
other parts of the country. There will be some dry holes in 
process. 

Senator Tuyr. We find them in the Dakotas and in Minnesota 

In general, you can find conditions with sand so fine it will seep 
and affect your well and cut 
involved in a pump. 

Senator Dworsuax. What is the total number of wells you 
planning to put in? 

Mr. Pau. That is the entire amount, which is 2,650 of the produ 
tion wells, and 350 for the exploratory wells in other parts of | 
country. 

Senator Dworsnak. All for irrigation? 

Mr. Pauw. Yes, sir 

Senator DworsnaKk. What will the total cost be? 

Mr. Paut. I will have to do a little quick arithmetic here on that 

These were with fiscal year 1952 and fiscal ye 
have not expended any funds on this project from this past year’s 
funds, and we are not requesting the Congress for any new funds { 
this activity in the fiscal year 1955 program. 


POINT 4 PARTICIPATION 


Senator Dworsnakx, |] thought point 4 w 
how and teaching them to be self-reliant, 
project? 

Mr. Pavt. In the early days of point 4, sir, and in fact up to the 
fiscal year just ended, the Indian program, although it was described 
as a technical cooperation program, in fact had in it a number of 


items that were far more than technical assistance and supporting 
supplies. 


as providing the know- 
and is this part of that 


Last year the Congress authorized 2 separate funds, 1 of which 


was for technical cooperation and 1 of which was for special economic 
aid, which was a recognition of the fact that it was not all technic 
assistance that was going into India. 

Now this year, on the technical assistance side of the program, we 
are requesting $19.5 million, and that will be used for technicians 


and supporting supplies and equipment for them. That is, demon 
stration supplies. 
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IMPORTATION OF FERTILIZER 


nator Dirksen. Now, Mr. Paul, you have $5 million for agricul- 

Pie natural resources under your TCA program. Is any of 

r fertilizer for 1955, or is any of your development program for 
ner? 

\ir. Paun. We have planned to spend about $700,000 for the impor- 

n of demonstration fertilizer, Senator, a small amount relative to 

r years. There is, however, an amount in our program to assist 

e construction of a fertilizer plant, which when completed will go 

g way toward meeting India’s total requirement for fertilizer. 
Senator Dirksen. The Taft investigation shows that you had 
100 tons piled up in the Sindri warehouse, and was that correct? 
\fr. Pauut. That is the first time I have heard that figure, sir. 
it was in the Sindri warehouse? 

\ir. Ferris. There was a pile-up of fertilizer in the Sindri plant in 

iary and February of 1953, Senator, and it was due primarily to 

d distribution methods. Their production in the 350,000-ton-per- 

Sindri fertilizer plant had developed very fast. They had been 
ing entirely on Government distribution systems, and had no 
dit system for distribution to the farmers. 

January of 1953, the Central Government made about $25 
lion worth of credit available to the States for financing retail 
tilizer sales to farmers, and the pile-up was pulled down 40,000 tons 
; weeks. 

[he best information we have at present is that the stocks in that 

rehouse and in the States’ warehouses throughout India are now 

ite normal for the volume of production. 

Senator Dirksen. You are getting it out to where it ought to go? 

Mr. Ferris. Yes; and that fertilizer you referred to was not 
financed by FOA; it was produced in the Sindri fertilizer plant, which 
was completed in 1952, and owned and operated by the Indian Govern- 
lent. 

Senator Dirksen. Now, Mr. Paul, what about your river- 
development program? 

Senator Dworsuak. Did you put the total number of wells in 
there? 

Mr. Pau. I believe I didn’t get that in. 

Mr. Ferris. For production wells, the FOA financing provided 
the project agreements amounts to $19,530,000; for exploratory wells, 
$3,500,000. ‘The total, therefore, is approximate ‘ly $23 million. 

Senator DworsHak. Thank you. 


RIVER DEVELOPMENT PROGRAM 


Senator Dirksen. I have one other question, Mr. Paul, and that is 
on the river-development program. That looked a little slow on the 
basis of the figures. What progress are you making on that? 

Mr. Pau. The progress is greatly improved on that program. 
There again, it was largely a matter of very large-scale projects 

which had to be engineered thoroughly before we were in a position 
to actually draw up the specifications for the equipment we furnished. 

However, that is well along, and in all of the major irrigation works 
that we are helping on now, the engineering base is there for deter- 
mining the specifications and getting the material on the way. 
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SPECIFICATION DIFFICULTIES 
Senator Dirksen. Are these specifications for various kinds of wo 
out there done on the basis of native 


estimates of specifications a) 
on native materials? 


If so, what difficulties do American contrac 
have with specifications of that kind? 

Mr. Pauw. In the early days, when the initia] tub 
drawn, the specifications were worked out 
one who was going to do the work. an« 
to the tradition of the 


e well plans 
between the contractor 
l the State governments. Dy 
way tube wells had been dug and handled 
prior years, the specifications were drawn up pretty much to ¢| 
Indians’ own standards, and also aimed, therefore, at traditio) 
sources of supply, which by and large had not been in the Unit 
States. 
There was 


a certain amount of difficulty beeause of this fact. | 
few ol 


li 
the early contracts, including one with an American contracto) 
some of the specifications for pipe or steel or some part of the equi 
ment that went into the wells, were drawn on specifications whi 
could not be met in the United States. 

At this particular time, of course. it 
United States but nonetheless 
The contractor, although he had 
specifications in it, later 


was hard to get steel from th, 
the specifications were so draw) 
signed the contract that had th 
requested the Indian central and State eo. 
ernments to allow him flexibility so that he could procure in the Unit 
States; the other way. 

it would have meant 
order to get the specifica 


but the specification was in the contract 
Inasmuch as he had signed the contract, 
formal and time-consuming negotiation in 
tions 
[ think that in the early years of the 
ciently staffed on the technical side 
as would have been desirable in 


program, we were not sufl 
to assist the contractors as mu: 
seeing to it that the specifications 


did not preclude American manufacturers from bidding 


¢; this was a 


weakness. We had to rely almost entirely upon the know-how of 


the contractor himself, because it is a highly specialized field. 

I think, however, I can assure this committee that in the future w: 
will be in a position to check specifications much more closely in orde: 
to prevent this sort of thing from happening. 


VILLAGE- AND COMMI NITY-DEVELOPMENT PROGRAM 


Senator Dirks! N. To LO bacl 

780,000; is that for wells? 

Mr. Pauu. I see we do have some wells in that one. There ar 
10 of them. That is an estimated cost of $261,000. 

As I said before, the main emphasis of our program is on th: 
agricultural demonstration, village-level type of activity, similar to 
the community development program in India. 
public health activities in the program. 

Senator Dirksen. I know you have a 
development program going, and | 
little something about that. 

Mr. Paux. In Nepal, or in India? 

Senator Dirksen. In both places, ves 


Mr. Paux. By far the largest and the most significant one 
the Indian program 


< to this Nepal matter for a moment 


There are also some 


village and communit\ 
think that you ought to tell us a 


is in 
This is a program that was in the initial Indian 
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r plan, as it was drawn up in 1952, on a rather limited basis; 
inds of y he far-reaching project now under way was embodied in the 5-year 
cations n following our negotiations with the Government of India about 
contractors uid program 

is, in my opinion, the most successful part of our operation in 
plans India, and although the program has been going on less than 2 years, 
tractor, {| as affected between 20 and 30 million people, perhaps over 30 
ents. | on by now—and between twenty and thirty thousand villages 
hand, ! ishout the country. 
uch to ‘he way the program operates in India—and this would also apply 
traditi » Nepal and Pakistan as well—is mainly through FOA aid to Indian 
the Un neies in training Indian teachers. 

We only have a limited number of technicians in the field of agricul- 
fact. | ire in India, a vast country with a very large population to be served. 
‘ontrac hty percent of the Indian population is in agriculture and living 
the eq the villages. Our men act as advisers to Indian jeade rs, and they 
ons wl ork ip training centers for village-level workers; several! thousand of 

em have now been trained. 

| from Senator Dirksen. Is that what that community development pro- 

so dray am is? It is a training program? 

had th 

State go PUBLIC HEALTH ASPECT 

he U 

av \ir. Pauu. It is a training program, and it not only attacks the 

leant agricultural problem, the problem of better productivity and better 

specifica seed, and so forth, but it also is moving pow into the public health 
side of community development, teaching how to take the ordinary 
not suff wecautions to be sure they do not drink polluted water, and so forth, 

3 as mu and to avoide using their wells for improper purposes. 

sificatior Senator Dirksen. I think that I ought to relieve Mr. Kennedy 

hie. was so that he can get away for some things to be done before he departs. 

vehow But I want to ask one question: Have they been enacting tax laws in 
| India which make it almost impossible for outside capite al and outside 
rutere.v enterprise to operate there? 

r in ord Mr. Kennepy. Not that I know of, Senator. They have tax laws, 
certainly, but so far as I know they are nondiscriminatory in the sense 
that they apply to Indian businessmen and British businessmen in the 

ame enterprises in the same way as they apply to American business- 

n 
moment EFFECT OF TAXES ON FOREIGN CAPITAL 


here a: Senator Dirksen. Our staff has been advised that the tax laws are 
so drafted as to put foreign capital at a disadvantage; and if that were 

on th true, | am sure that our people in the Congress would not be very 

milar to happy about it, especially when we are confronted here with $104 

80 some million for India, out of the largest of spirit and whatever we have got 
eft in the Treasury. 

munity Mr. Kennepy. I will have another check made on that 

ell us a Senator Dirksen. I wonder if you could insert in the record, Mr. 
Kennedy, a little statement of what your most current information is 
as to Whether or not these tax laws are putting us at a disadvantage. 

(The information referred to follows:) 
le is in 
Indian 
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INDIAN TAXATION OF ForREIGN CAPITAL 1, inve 


and 
in Ind 


progra 


American capital in India is not discriminated against by the Indian tay 
either as contrasted with other foreign capital or as contrasted with do 
Indian capital Indian tax law does, in some cases, provide for special bi 
for small producers, but this is regardless of nationality, 

American investors sometimes find difficult to accept the Indian theory of 
incidence of taxation and the Indian distinction between doing business in | 
and doing business with India, Difficulties of application and interpretatio 
at times occur to the American investor, but they are difficulties similar to 5 [| have a 
with which he might meet in his own country and the Indian Government ha In Nov 
been unsympathetic in attempting to work out such difficulties. . a 

@he United States has recently approached the Indian Govern-nent with a experts, | 
to opening negotiations of a convention for the prevention of double taxa Senator 
Certain differences in taxation theory between India and countries such a fr. Ke 
United States or United Kingdom have, until this time, precluded such co 
ventions. A convention for the prevention of double taxation would go far ti FC 
clarifying some of the problems (not discriminations) confronting foreign investoy the Prime 
in India Senator 


t dishor 


probably 


IMPORT RESTRICTIONS have com 


Mr. Kennepy. I might say that there have been some rece 
import restrictions put on that have been objected to very strong! 
by General Motors Corp., but that is not a tax situation. That IS senatol 
restriction on the importation of parts for assembly into cars, and t berate im 
purpose back of this is to encourage the development of indige nous Mr. Ky 
manufacturing. That is in order that there might be more of auto- Mr, Chai 
mobile manufacturing industry in India. nes We 
General Motors, for reasons which it considers sufficient, decided it am sure | 
does not care to manufacture in India any parts for its cars such as vould ins 
Chevrolet; and on the other hand, I am told that Studebaker and Senato 
Chrysler have been making arrangements with Indian manufacturing the right 
concerns to begin the manufacture of some parts in India. Mr. Kk 
That may be what is involved here. On the other hand, our oi! in Korea 
companies have had a very successful negotiation with the Govern- which re 
ment of India on the erection of two oil refineries in Bombay, and which R 
another is in prospect on the east coast; there has been a very success- led to th 
ful and agreeable contract signed, I believe, involving exploration cease fre 
for oil in the Bengal Basin. So I 
So some American business interests are having, I believe, very there we 
friendly and favorable discussions with the Government of India. — Senati 
cooperat 
ATTITUDE OF NEHRU stabilize 
Mr. I 
Senator DworsHak. How is Nehru reacting to the spending of these of that r 
millions over there in building up the background of the country? it is not 
Does he appreciate it, and is there : any ev idence of reaction on that? in many 
Mr. Pauw. There is considerable evidence of both appreciation and 
cooperation. In fact, it is my impression that he has partic pened, In P 
a number of public ceremonies having to do with the agricultural sid 
of the program. vena 
This is a popular concept in India, and it is a national movement that 1s 
now. view of 
Mr. Kennepy. Might I read something? our OW 
Nehru analyzed India’s foreign policy in a recent statement, ac- mangal 


‘ 


cording to my information, after the talks with Chou En-lai: : a 
; ver the 
The policy of peace, like any other policy, cannot be based on fear and weal 


ness Therefore, the country must develop its strength to the best of its ability made t 
nese W 
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involves certain material factors, but it is also something apart from those 
and we have to develop both 

n India have been criticized sometimes for accepting aid for our develop- 

program from the United States of America, when we do not always agree 

eir policy. There may be something in that criticism, and it is true that 

trv which relies greatly on aid from outside can be self-reliant But aid 

n a limited measure and with a frank understanding of each other’s position 


t 


\onorable to either. Aid from one country to another is not abnormal. 
| have another quote: 
In November of 1953, the Prime Minister ‘‘lauded United States 
perts,” and said India was glad to have these experts. 
Senator Dworsuak. Where did he make those speeches? 
Kennepy. In India. And if the committee would wish, I could 
ably find other quotes from fairly recent public statements by 
Prime Minister on this point. 
nator Dirksen. I do not think it is necessary. In the main, those 
come to our attention. 


INDIAN VOTING RECORD IN U. N. 


Senator DworsHak. You would not want the speeches to rever- 

ate in the U. N. 

\ir. Kennepy. On the question of the U. N. matter, I do not think, 

Chairman and Senator, that the record is quite as bad as some- 

es we might think it is. I do not have the document here, but I 

i sure that I could provide one for the committee if it wishes, which 

ould indieate the voting record in the United Nations 

Senator Dirksen. It is not the number of votes. It is the vote at 
the right time, when we need it, that counts. 

Mr. Kennepy. India voted with us on the question of agression 
in Korea, and it was the Indian resolution which we voted for and 
which received the greatest number of votes in the United Nations, 
which Russia rejected and Communist China rejected, which finally 
led to the cease fire in Korea; and it was Indian troops that policed the 
cease fire. 

So I think on one major issue, we can really say that although 
there were differences and irritations, India was helpful. 

Senator DworsHax. There is no reason why they should not 
cooperate and respect our Government for the unselfish efforts to help 
stabilize conditions and improve the living conditions over there. 

Mr. Kennepy. All I can say is that I think there is a great deal 
of that respect and understanding in many quarters in India. Perhaps 
it is not as widely understood as we would like it, but it does exist 
in many parts. 


POSSIBLE AUGMENTATION OF UNITED STATES STOCKPILE 


Senator Dirksen. Now, Mr. Paul, I have one other question, and 
that is this: What is the likelihood that at some time or other, in 

ew of our beneficences through foreign aid, that we can augment 
ur own stockpile of strategic materials? Manifestly they do have 
Inanganese in India, and is there some likelihood that we will receive 
. little more generous treatment in the days ahead? You will remem- 
ber the point that was made in the diplomatic note at the time we 
made the wheat available, that Nehru took the position that manga- 


nese was a strategic and critical material, and that it was used for 
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the manufacture of things used in conflict, and he did not wa 
become embroiled in that kind of a situation, and therefore } 
not feel that he ought to hold his nose too closely to the wheel 

Now that may all be right. But when, for instance. we mak: 
million bushels of wheat available for people where the estimat 
those who mi¢ht die of starvation ran as high as 16 millioy 
frankly, I have seen 2 million die in Bengal alone, it would app 
me that they could be just a little more generous so that we wo 
not have to be tromping on their toes now and then. That 
distasteful] proceeding for us as well as for them. 

Mr. Pavt Extremely, and I don’t know whether the State Depa 
ment has any recent indications on that. 

Senator Dirksen. It is a little out of your field, and I underst 
that, so I will not press the question for an answer, but it is a quest 
that continues to recur 


MANGANESE SHIPMENTS 


Mr. Kennepy Might I just say something on the manganes 


question? TI think the cooperation of India on manganese has bee 
outstanding. I do not think that we have any problems at the present 


time so far as manganese shipments to this country are concerne 


Actually, the quantity shipped has gone up very substantially ov: 
previous years 


When the Russian supplies passed out of the picture, back vears 


ago, and we got perhaps 30 percent of our manganese from Russia 


we potentially were in a very difficult situation. The Indian mangs 


nese has been very helpful in filling that gap. Other sources hay 
helped fill it, too, and I do not credit it allon India. But the coopera 


tion in the last 2 or 3 or 4 years on manganese, I would say, has bee 
excellent 


I ought to know, because if it wasn’t, I would have heard about 
from people who were being hurt. 


JUTE PRODUCTION 


Senator Taye. Mr. Chairman, I had a question. 
On the question of jute, what is the situation there now at th 
partition between India and Pakistan? The machines were in on 


sector, and the jute production was in another. That brought 
about somewhat of a chaotic situation. Has that been corrected 


now, or have you had any interest in that whatsoever? 

Mr. Paun. We have not participated in the buildup of the textil 
industries. Pakistan was the country that suffered most, because th: 
entire industrial part, the processing, was in what turned out t 
be India 

Now Pakistan has done a great deal in the way of building fron 
scratch so they do have jute-processing facilities in the country now 
They also were caught very short by a complete lack of any ability 
to process textiles; although they had cotton there, they couldn't 
process it. They have established a number of new plants in that 
field, as well, and the Foreign Minister when he was here 3 or 4 weeks 
ago told me that he felt that within a 15 months’ period they would 
be able to manufacture all of the requirements in textiles. 
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nator Taye. And then are there any attempts to barter with 

over there so that we get some of the jute for the United States, 
he burlapping, for our burlap bags here? 
ir. Paun. In connection with this program, we have not entered 
any barter arrangements, 

nator Toye. And that does not come under your program? 
millioy .4 > . 

Vir. Paut. No. 
ild app. ry eye 9 
nator Tuyr. Or your responsibilities? 

at we y ; > . . : 

mn il | AUL. No, sir. | could vet some information on the subiect. 

Mha a os 

nator Tuy. We can do that. 


hot wy; 
refore } 
» whee! 
we mal 
estin 


tate D, 
TOTAL FOA EMPLOYEES IN INDIA 


unders Senator Dworsuak. What is the total number of civilian employees 
IS a que f FOA in India? 
\ir. Murpuy. It is 148, sir. 
Senator DworsHak. What is the administrative cost of the pro- 
am, the general administration costs? 
\ir. Murpuy. I don’t have that figure, but I will be glad to get it 
you, ‘Senator Dworshak. The administrative staff would be a 
all percentage of that figure. 
Che following information was supplied: 


manea 
se has hy 
the pre 


concern 


ntially o e administrative staff totaled 23 as of May 31, 1954. 


nator DworsHak. What would be the other expenses. 
back yea \ir. Murpuy. The technicians that we send over there are not 
‘om Rus sidered administrative expense. 
lan Mang Senator Dworsuak. Are they permanent or temporary? 
urces hay Mr. Murpny. They are temporary, usually hired for a period of 
he coope! ‘ars, but sometimes shorter periods. 
Vy, has b Senator DworsHak. What do you call them, civilian employees? 
Mr. MurpHY Yes, and that 143 figure includes all of those tech- 
rd about it ians, and when you said “administrative,” I was thinking of the 
uuntry director and his immediate office staff 
Mr. Pau. Some of them are not direct employees, in the sense 
at they are contracted for under under arrangements with the 
nited States colleges, and so forth. 
Senator DirksEeN. Suppose we go to Israel. 
en Mr. Paut. May I just make one other remark, sir, about Pakistan. 
ere in 
t broug! ECONOMIC SITUATION IN PAKISTAN 
correcte: 
| think Mr. Kennedy alluded to it briefly this morning, but I 


the text ould like to inform the committee that we are very deeply concerned 
ecause thy vith this problem in East Pakistan. I want to emphasize that we 
ed out { ave not found the answer to it yet. Our reporting from the Em- 
assy and our mission has made an analysis, as Mr. Kennedy indi- 
ding fron ated, that a large part of the reason for this was economic in nature. 
htry now ‘he Pakistan Government, in order to carry out its development 
ny ability program, has cut down almost entirely on consumer goods of all 


couldn't inds. It is areal austerity program, and perhaps too much of a one. 
S in that How much of it is due to this factor, and how much of it is due to 
r4 weeks other political factors associated with the proximity of east Bengal to 
ey woul India, and so forth, we do not as yet know. But we are sending over 
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to India a special team to investigate this economic situation 4 
report back to Governor Stassen on their findings. 

It may be that some shifts in our program for Pakistan will be neces. 
sary in order to counter this problem. The program you have befor, 
you is strictly addressed to the long-range de »velopme nt plans in th 
field of irrigation, agriculture, and so on, but it may be that a req! 
emergency exists here, and that an injection of consumer goods would 
become necessary. 

Senator Dirksen. They are not on a self-sustaining basis, so {a 
as rice is concerned, in east Pakistan, are they? 

Mr. Paut. They usually are, sir, and I think this year they 
be. They have had years in whic h they were not, but they are just 
about on the edge in both wheat and rice. 

Senator Dirksen. It was my understanding that when the pr 
of fiber and jute went up rather sharply, they took a good deal of ri 
land out of cultivation and cultivated it to fiber, to take advantag 
of a strong market. 

Now, of course, I can understand pretty well how individual farmers 
are under those circumstances, and yet if they do have a collectiy 
sense about this, they ought not to take advantage of it quite like 
do and in the proportion that they do. 


JUTE PRODUCTION 


Mr. Pauw. Asa matter of fact—— 
Senator Tuyr. There became a dislocation when there was 
change, because the production of the jute fell in one area, and | 


mills in the other. That dislocation brought about the necessit} 
planting jute on lands that normally had grown wheat, and that brou 
about a scarcity in their food supply. That was one of the questions 
that I seemed to pick up last fall there. 

Mr. Garpriner. The records seem to indicate, sir, that the prod 
tion of jute in Pakistan since 1951 has been materially cut, in th 
effort to grow more foodstuffs. It is running counter to the econon 
forces that you spoke of. That is what the record before the comn 
tee shows. 

Mr. Paui. They have cut back on jute and cotton production 
the last year in their ‘grow more food” campaign. 

Senator Dirksen. They get out a news letter from their minist 
here, and I do not know to what extent it is read, but I read them ev: 
once in a while. This observation was based on some thing carri 
in their own news letter, as I recall it. 

Now for Israel, you have got an amount for economic aid, and 

$1,400,000 for technical cooperation. 

(Discussion off the record.) 


PROGRAM FOR ISRAEL 


Mr. Pau. Would you like me to speak briefly to the Israel pro- 
gram? 

Senator Dirksen. Yes, if you would. 

Mr. Pav. The program for Israel is a part of that $130 million 


package I described this morning. 
I would like to emphasize that we are trying to pursue a downward 
trend in economic assistance to Israel, and we feel that, largely due to 
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‘heir own efforts, and helped, no doubt, a great deal, not only by 

\nited States Government aid, but aid which the Jewish community 
his country and other parts of the world has given them, they 
. made quite a remarkable recovery economically. 


ECONOMIC SITUATION 


he process of settling the 700,000 refugees that had poured into 
the country is pretty well under control now, and it is now a matter 
of addressing themselves to their own economic development. 

The economy of the country is still out of balance. I don’t think 
Israel can ever become completely self-sufficient agriculturally, and I 
dor yt think they can ever produce the food that they would require. 

Senator Dirksen. What is the total present population of Israel? 

Pauu. One million seven hundred and fifty thousand. 

Senator Dirksen. It must be more than that, surely. 

\fr. Paux. I don’t believe so. 

Senator DirksEN. Well, a good many years ago the population was 

arly that much, I thought, and I thought there were 1,100,000 
ative Jews. 

Mr. Pau. In 1949, the population was 1,174,000; and in 1950 it 

nped up; and it leveled off at around 1,650,000 in 1952 


ARAB POPULATION 


Senator Dirksen. What is the present Arab population of Israel? 
Mr. Pau. One hundred fifty thousand 

Senator Dirksen. It was much larger than that. 

Mr. Pau. Yes, sir. 

Senator DrrxsEn. So those have gone to Transjordan and Syria 
d elsewhere? 

Mr. Pavu. That is correct, and that is a part of the agricultural 
oblem, because the Arabs were the farmers. 


LAND RESTRICTIONS 


Senator Dirksen. What has happened to the land limitations 
‘e? Because in the errly days—and I suppose this is before the 

srael Republic was created—there were very onerous restrictions 
pon landholding, and the conveyance of land, so that in some areas 
Jews could only hold a very modest amount of land, and there was no 
way of dispossessing the Arabs that [ know of, so that it did create 
a very considerable problem. Have those been modified? 

Mr. Pauw. Oh, yes, they have. 

Senator Dirksen. Does the fertile area extend all of the way from 
he northern border down to around Gaza, and including grazing land? 

Mr. Paun. Yes. The large part of the south of the country is a 
desert area, and although they do have plans for developing the Negev, 
that still has to be proven, and they will require a considerable amount 
of water in order to do that. 


TECHNICAL COOPERATION 


Senator Dirksen. Under the $1,400,000 for technical cooperation, 
ist generally what would you do with that money? 
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Mr. Paw Mainly in the field of agricultural technicians 
Chairman. That comes in there. By far the largest part of th) 
in the agriculture and natural-resources field. 

We are trying to help them not only to improve their crops bi 
to bring a larce amount of rangeland which had been used one 
which has been allow ed to £0 to waste in recent vears., 

A large part of their influx of population was from peopl 
nonagricultural trades in Kurope and other parts of the worl, 


has been quite a job distributing people out on the land and dey 
their resources to agriculture 


\ 


However, they have made considerable progress in this field 
are planni ng to give them also technical assista nee in trying to 
find out a little bit more about their mineral deposits in the eon 
and the various other activities that they might engage in to hy, 
support themselves 


COST OF LIVING 


Senator Dirks) I notice the cost of living. through infla; 
has doubled since 1951, and so l presume that has some impact upo 
the living costs of those w ho are sent over under the technical coop, 
tion program 

Mr. Pauu. Yes. It is regarded as an expensive post, and I do ; 
know w hat the post allowance IS, 

Mr. Garpine} I! do not know 

Senator Dirksen. Under normal circumstances. this amount m 


be a good deal less than $1,400,000. if it were not for inflated li, 


costs? 


Mr. Pauu. Yes 


| think that that is true, 


MAINTENANCE OF ESSI NTIAL SUPPLIES 


Senator Dworsnax. Of your total for development assistance. I 
that you have an amount for maintenance of essential supplies, is 
that right? 

Mr. Pavt. Yes. 

Senator Dwo SHAK. What does that mean? 

Mr. Pau. Part of that. is estimated for agricultural surplus 
commodities, and it is the commodity side of the program, The res 
is in the form of industrial ray materials, or POL requirements. 

Senator Dworsuax. What kind of raw materials? 

Mr. Pau. The major part of what is not agricultural surplus is 
the form of POL. 

Mr. Murpny. The amount for these supplies is in either petroleum 
oils and lubricants, or agricultural surplus. 

Senator Dworsnak. Is there any military aid here? 

Mr. Pauw. No, there is not. 

General Srrwarr. There is a progeam where they have bought 
some ammunition from us. 

Senator DworsHax. What did they do with that? 

General Stewart. Well. they have a designated amount of equip- 
ment and it has been delivered. 

Senator Dworsnak. They are not connected with NATO or any 
other defense area? 
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hiclan 


eral Srewart. No, sir. And there are ¢ 
rt of ti 


a number of countries 
have been declared eligible to buy military supplies from us 


itor DworKsHak. What do they do with them? 
‘Ops bh 


cd on ISRAELI ARM) 


peop! General Srewarr. Well, they have an army 
worl ator Dworsnak. They have an army? 
nd ce eral Srpewarr. Yes, sir; they have quite 


an army 
itor DworsHak. All right 


s field 
"ing to 
he 
in nator Dirksen. Now, Mr. Paul, if that is all we need on Israel, 
ose we drop down to Africa and first we are going to take Egypt. 
have $4,400,000 in technical cooperation 
Pauu. That is correct, sir. 
1 infls Discussion off the record. 
npact up \ir. Pau. Now, the problem in Egypt is, again, too many people 
‘al coo 0 little land. Their central problem is to find means of using 
watel they have The key to their future is the development 
e Nile waters and the availability of it over larger portions of 
und 
irge part of our technical cooperation program is devoted toward 
to increase the yields on the lands they have We are also 
some well drilling in that country, trying to explore possible 
es of ground water. 
wever, the main problem in Egypt is one of getting or harnessing 
vaters of the Nile and putting them to productive use 
nator Dirksen. How does that work out when vou chase 
lines of the desert, will water do it? 
GARDINER. There is no question about that, si The 
ondesert is steadily extended. 


PROGRAM IN EGYP' 


id I di 


ance, | 
upplies 


HYBRID CORN PRODUCTION 


J surD nator Dirksen. I see you have 3.000 acres of hybrid corm going 
The 1 n there. 1 know they produce a flinty kind of corn in Africa, but 
its. | vondering about this particular project 
Have you any report on it? 
rplus is it \ir. Pau. I don’t have it right now. 
Senator Dirksen. To us corn folks that would be rather interesting. 
Detroleun Mr. Pau. I was in Egypt not long ago. I didn’t eat any of theu 
ptian corn, but I was told that they were developing a very good 
un of hybrid corn. 


Senator Dirksen. Now you mention there the utilization of power. 
e bough Has that dam been completed? 


Mr. Paun. They have a dam at the Aswan site now, but what they 
planning to do is build a much larger dam, and, in fact, when it 


of equi; constructed, it will be one of the largest that was ever built in the 
vorld 


GERMAN EQUIPMENT AND ENGINEERS IN DAM DEVELOPMENT 


Senator Dirksen. Is that the one on which they are using German 
quipment and German engineers? 
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Mr. Paux. There have been rumors, and I think probably 
well-substantiated rumors, that there are a number of Ge 
engineers on “om scene. 

There might also be some deals in process on some German fina 
for at least a aa of it. But this is going to be a lt ehillion< 
project, and it is shine to take many years to complete it. 

Senator Dirksen. Are there any American contractors involy: 
American engineers? 

Mr. Pau. They haven’t reached that stage, as yet, sir. The 
FOA Government participation has been in helping them with a: 
surveys of the area but we have not sent engineers to the site. 

Senator DirksEN. Let me ask you a question at that point 
Paul. 

Here are funds out of the United States Treasury, and does FOA 
when its ope ratives are working in a given country, say to the peop\ 
in authority, “Now look, we have been good to you, and it is not 
loan; it is a clear outright grant from the American people, and wi 
don’t put a tag on it, but we do believe that you can be just a | 
on the generous side, and if you have some work to do over oh for 
which we have a special competence, we think that you might bend 
over backward in on to let us share in whatever the largess is.” 

Is that being done or not? 


AMERICAN CONSULTANTS 


Mr. Garpiner. That is the Egyptian wish in this case. To amend 
slightly Mr. Paul’s testimony, the Egyptians have engaged on thi 
own account two American consultants, part time, to review the back- 
ground of this high dam. It is a long way from the contract stage 

They are still working on the possibilities. But Mr. Steel fro: 
California, and Mr. Harza from Chicago, who died a short time ago, 
were consulted by the Egyptians. 

Certainly, Egypt is going to look to us, as in the past they looked to 
European countries, for supplies such as you mentioned, and for thi 
aid, and the technical aid, such as you mentioned. I am certain that 
will come out that way. 

We would hope that this project will turn out to be a feasible one, 
and it would be a project to which the International Bank would give 
its attention. 

Senator Dirksen. 1 would not want to see my country in t! 
position of an Indian giver, but on the other hand, under development 
assistance which is economic aid, you are going to do something about 
engines, rolling stock, and construction, and I don’t think that I fee! 
very good if our money was building tracts and providing cars, to 
haul material to a dam, that was being built entirely by the people 
of other countries, when we might be doing a little of it. 


It is not that I want them to throw the ‘ow bid into the ashean, if 


we are not the low bidders, but I just say it is a sort of a two-way) 
street. 

Mr. Pavi. We don’t have any intention in a project this size 
get into the financing of the construction. I think, if German eng 
neers and technicians do a lot of the work, and if German contractors 
do the work, I think it will be largely attributable to the fact that 
there is substantial German credit made available along with that. 

In other words, it would be a credit from some other country. 
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pbably USE OF SURPLUS AGRICULTURAL COMMODITIES 
of CG 
ator Dirksen. And I think, Mr. Paul, I asked you this morning 
an fin: ert a table in the record showing the distribution and differem 
illion of surplus agricultural commodities by countries, by dollar value, 
| suppose if you can express it in terms of bales or bushels, if you 
involy the information and it is not too much a burden, you might add 
to the table also. 

The [r. Pau. We can furnish that. We furnished a similar table 
with uly to the House Appropriations Committee, sir, and so 1t won't 
site. nv trouble to get 1b toge ther 
point, \{ Senator Dirksen. Are there any questions on this? 

Pauw. It is not in bales or bushels 
| does FOA \ir. Ltoyp. It shows dollar value, Mr. Chairman, by country and 
) the peo; ommodity, that is, whether it is breads, or fats and oils, or grains, 
it is n ind so On. 
le, an Senator Dirksen. That will be good enough. 
just a | Gentlemen, are there any questions on Egypt? 
rer her 
night b PROGRAM IN ETHIOPIA 


rgveSs is 


suppose we can go to Ethiopia, particularly so since the emperor 
; here recently to visit with us and offered his prayers for our well- 


You have $1,500,000 for technical cooperation. 
To ame Mr. Pau. Yes, sir. 
don their Statement off the record.) 
y the ba Senator Dirksen. Now, that $1,500,000, I suppose, Mr. Paul, is 
ract sta mainly for the consultation and advice, and the cost of the experts 
Steel fi that we have sent to Ethiopia? 
time ago Mr. Pauu. This is a technical cooperation program. 
Senator Dirksen. Mainly in the field of agriculture? 
’ looked to Mr. Pauu. Mainly in the field of agriculture. And there will be 
nd for n outstanding new project undertaken during the coming year. We 
rtain that lon’t yet know its exact magnitude, but it has to do with improving 
their coffee production. 
ansible o1 Coffee is their leading export and their leading earner of foreign 
vould giv exchange, and yet the coffee grows wild there in thousands of acres. 
If they were taught the means of processing the coffee better and 
ry in vrading it better, and shown methods of getting better access to the 
velopment offee, we feel that their dollar earnings can substantially be enlarged 
ing abo 
that I feel COFFEE EXPORTATION 
g cars, 
he peo} Senator Dirksen. Does any of that coffee come to the United 
States? 
ashean. i{ Mr. Pau. Yes, sir; some of it does. 
two-wa\ Senator Dirksen. Do you know anything about its difference 
ompared with Guatemalan or Brazilian coffee? 
is size | Mr. Pau. It is blended. I don’t think much Ethiopian coffee as 
nan ene such is consumed here. I believe it is blended with the South American 
ntractors types of coffee. 
fact that Senator Dirksen. I was talking with one of the members of the 
h that. Emperor's staff and he told me about the delightful and salubrious 
try. climate they had in that plateau section of Ethiopia which rather 
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surprised me. He said it was very agreeable all of the year aro 
Their idea of agreeability and mine might differ, but I wouldn’t knoy 

Mr. Pauu. They do have an ideal climate, rather high elevatio 
there 


Senator Try 


It is never extremely cold or never extremely 
it is around 70 or 80 the year around. 
rRAINING OF ETHIOPIAN NATIONALS IN THE UNITED STATES 
Mr. Paut. We are planning to expand, Mr. Chairman, that pa 
of the program which involves bringing Ethiopian nationals to 
United States for training. That is apart from the student exchang 
program, and it is a part of our training 

Also, we are hoping to expand the numbers of Ethiopian student; 
being sent to the American University of Beirut. This is on 
the things that the Emperor expressed a great deal of enthusiasi 
about when hi spoke to the President during his visit here. And 
were able to make arrangements for expanding that part of 
program. 
PROGRAM IN LIBERIA 


Senator Dirksen. Now, in Liberia, you are asking for $1,300,000 

You currently have underway a road program and a fisheries pro- 
gram in Liberia. You are getting ready to withdraw and put yo 
emphasis on medical research, education, and teacher training, 
swamp rice production 

I" I] us about voul withdrawal from these other Lwo programs, | 
fishery program and the road program. 

Mr. Pauu. I didn’t realize we were withdrawing from the roa 
program 

ROAD PROGRAM 

Senator Dirksen. You say at the end of fiseall1955, it will probab! 
be possible for FOA to withdraw from marine fisheries and to begi 
withdrawal from the road program. 

Mr. Pau \t the end of the vear yes, sir, 

The road program is largely a matter now of building the road 
They have, we feel, sufficient technical advice; the planning of th 
road network of the country is fairly well along. But the thing tha 
has moved along very slowly, much to our disappointment, has bee: 
the actual getting started of construction. 

And they have a loan from the Export-Import Bank of some 5 or | 
million dollars for road construction, Very little of those funds hav 
been used. 

As of a very short time ago, they only had 5 miles of paved road i: 
the country. 

Senator Dirksen. It would occur to me that since that is a rubbe! 
producing area that in your agricultural research you would be doin; 
something on rubber. 

Didn’t Firestone go down to Liberia and set up this plantation? 


AMERICAN RUBBER COMPANIES IN LIBERIA 


Mr. Pav. Firestone is still there in a big way, and there are othe: 
American rubber companies interested in the country, and the) 
have very extensive research facilities down there. 
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ear aro enator Dirksen. Are they actually exporting sizable quantities of 
ildn’t k er to other countries, including the United States? 
th elevatiy (ry. GarpingeR. I think about thirty or forty thousand tons a veat 


es here and has for some years. It is a successful enterprise 
remely {nother new enterprise is the iron ore which is now coming to 
more from Liberia. 

senator Dirksen. Is it in quantity and of good grade? 

STATES \fr. GARDINER. It is excellent grade, I believe, and the quantities 
expected to reach an annual rate of 1 million tons or even more 

|, that ator Dirksen. I thought the population was larger. You 

nals to cures indicate 2 million, 

ib exchan, \ir. Pau. No, sir; that is it. 

Senator Dirksen. And you have a literacy rate of only 5 percent 
in stud Is that literacy rate across the board per capita, or is that only to 
; is on ple above school age? 
enthusi; You don’t include everybody in that figure, do you? 

Ane \ir. Paun. We shouldn’t. 
art of Senator Dirksen. If it were applied only to those above school age 
ourse, then your figure would go down very materially. 
\ir. Paut. I am sorry, sir, I don’t know how that figure was 
puted, 
sol Senator Dirksen. Well, is there anything more you wanted to 
eTles D 119 
| put ye re 
ining, 


51 300.01 


MEDICAL RESEARCH 


[ have one other question and that is on medical research. What 
rams are your principal evils down there that beset the flesh? Do they 
have yaws in Liberia like they have in the Orient? 
the ro Mr. Pauu. I believe they have yaws, but malaria is their single 
most important killer, I believe. 
Senator Dirksen. So this medical research program is devoted to 
the extinction of the malaria-bearing mosquito? 


r st) rt ° ° 
probal Mr. Paux. Tropical diseases, yes. 


LO bes 


PROGRAM IN LIBYA 


he roa Senator Dirksen. Are there any questions on Liberia? 

ig of tl Suppose we go to Libya. 

hing th: Senator Dworsuak. Our colleague, Senator Ellender, was there 
has bes recently. 

Mr. Pauu. When Senator Ellender came back, he was kind enough 
ne 5 or | to come over to our agency, and he spent several hours with us, dis- 
nds hay cussing his report. It was a very useful report, I might add. 

I think we were able to satisfy him on a number of the points which 
| road i he criticized, at least I hope we did. 

Senator Dirksen. There are 25 homes for United States personnel 

rubbe1 which were started in 1953 in Liberia. Is there any part of that for 
be doin KOA personnel? 

Mr. Pau. Yes, sir. 
on? Senator Dirksen. That is $300,000 for 25 homes. That is $150,000 

by us and $150,000 by Liberia. That would be $12,000 apiece. Is 
that much, or little, down there? In Washington that would not be 


re othe much, 
id the 


50226—54 
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Mr. Pau. The thing that runs the cost up is the high-prica 
imports. The labor is very cheap in that country, of course. 

Senator Dirksen. Now, I see you constructed a demonstrat 
agricultural market in Liberia. You might tell us whether it js , 
success or not. 

Mr. Pau.. My report is that it is. I have more detail on that. si; 
Perhaps in order not to delay the committee, I could furnish an answe; 
for the record on that. 

Senator Dirksen. Very well. 

(The information referred to follows:) 


We have agreed to finance a part of the cost of a market shed in Monrovia as 
part of our agriculture program. Under that program, we have helped incr 
production of agricultural produce in Liberia to the point where the Liberig 
farmer has production beyond the immediate needs of his family or tribal villag: 
but the marketing facilities in Monrovia where agricultural produce can bi 
are inadequate The farmer was finding it difficult to dispose of this exce; 
duction and further development of the Liberian agricultural economy requit 
demonstration of how this need could be met by a simple modern marketing c 
This same center will tend to demonstrate how marketing can be efficiently e: 
out and at the same time public health can be promoted by sanitary facil 
The objective is to de liaonaie ate the need and how it can be met with the idea t} 
such further marketing centers as may be necessary will be constructed at { 
expense of the Liberian Government 


4 


TECHNICAL COOPERATION 


Senator Dirksen. Now then, Mr. Paul, you are asking 
$1,400,000 for Libya, which is for technical cooperation. 

We enté rtained the Prime Minister of Libya the other night | 
in the Nation’s Capitol, and altogether they are very fine people. 

I don’t know anything about their country particularly, but 1 
among other things you want to improve and expand their crop 
production and their water sources, and to organize their Government 
health program and train them on how to operate these programs 

Also, there is a little work in the field of education. And then 
you want to energize opportunities for small business. I would 
imagine Senator Thye would be interested in that. 

So tell us a little something about what we are doing in Libya. 

Mr. Pau.. Well, the technical assistance program has been rather 
slow in starting in that country. The conditions under which we have 
to onerate in Libya are not of the best. 

(Statement off the record.) 

Mr. Pau. It is rather difficult to have that procedure of moving 
back and forth with them. However, these problems are being over- 
come and the program is now starting. It is largely devoted, as are 
all of our other technical cooperation programs in that part of Africa, 
toward improving and expanding crop production, developing new 
sources of water and teaching them how to use their resources more 
effectively in that field, and organizing governmental programs and 
institutions. And we are providing technical assistance to help them 


develop legislation for a national public education system, and prepare 


their teachers and administrators. 

They are very, very short of technical administrative competenc: 
in the country. The country, as you know, is very recently inde 
pendent, and was run largely by foreign administrators previously. 

Senator Dirksen. It would occur to me that operating in a coun- 


try of that size, which is about 12 times the size of the State of Illinois, 
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e high- nd it has a population of 1,124,000, which is one-third the population 
Durse, ‘Chicago, that to accomplish any good in a country like that would 
lemonst iti be a terrific job. 
hether it jg , You must just work in a little segment, don’t you? 
| \ir. Paun. Yes, sir; we don’t attempt to spread out too far. But 
il on that, s Jthough it is a very large country, sir, there is a relatively small part 
ish an answ, {it that is habitable, and the rest is just desert. 
It is somewhat like Egypt. They can’t live in most of the country. 
Senator Dirksen. Mr. Paul, then, mainly this $1,400,000 is for 

people to assist them on their water resources and agriculture, to aid 
Monrovia a: hem wherever we can, since they are beset with crop failure from 
helped incregsy. ‘ime to time. And then, of course, it becomes necessary for us to 
riod Liberia help them a little. 
— — | see we sent them 2,200 tons of wheat last year or the year before. 
his exc ; Mr. Pauu. Yes, sir; it was this past year. We sent them wheat; 
MY required g 6,000 tons are planned to be sent. 
rketing 
ciently ca 
itary fac 
h the idea : , ‘ ; , : 
trueted at { Senator Dirksen. Now, this morning we did briefly discuss the 


domain of Ibn Saud, Saudi Arabia, for which we have here $1,700,000 
also for technical cooperation. 

In addition to the discussion we had this morning about our oil 

ities in Saudi Arabia, you might tell us about the use of the 
asking for J ¢}.700,000. ; 


SAUDI ARABIAN PROGRAM 


Discussion off the record.) 
night here Senator Dirksen. What is this livestock-improvement program that 
erg vou have there? Is that related to horses or cattle, or goats, or sheep, 
y, Dut 


or camels? 


their cro \ir. Paut. It is primarily sheep and goats—some cattle. 
rovernment 


rograms MATERNAL AND CHILD WELFARE PROGRAM 
And the) 
I woul senator Dirksen. Then you have a program for maternal and 
d welfare, and a maternal and child health center. 
Liby a \ir. Paux. That is correct. 
een rath Senator Dirksen. What is the besetting disease in Saudi-Arabia? 
ch we hay: Mr. Pauu. They suffer from a combination of diseases. Trachoma 
is one. 

Senator Dirksen. I was going to ask about trachoma in Egypt, 
of moving whether some progress is being made in licking trachoma. 
eing over- Mr. Paun. Considerable progress has been made. They have 
fed, as ar developed a drug that can eliminate the disease very rapidly. And 
of Africa this is one thing, I think, they had even before the Egyptian program 
ping new vot started they had some very dramatic results in Indonesia in con- 
rees mor quering trachoma. It has been similarly dramatic in the Egyptian 
Trams and case. 
help then They have not yet licked the basic conditions under which the 
d prepar disease developed. They do know the therapy for it. 

Senator Dirksen. Yesterday an old man died age 91, and his one 
mpeten: claim to fame among others was that he coined the expression “Swat 
itly ind the fly.”’ 
ously. Mr. Pau. There is nothing that they need in the way of imported 
1 a cou materials to make a flyswatter or any material they need to control 


f Illinoi 
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these things. There is a creat deal they can do, however, in spray 
their waters, where the flies and mosquitoes breed. 
ing them to do 


REFINERY SHU’1 DOWN 


Senator THye. One of those 
last year, has it not? 

Mr. Pauv. I did not know that there was one shut down. 

Senator Tuy. One of then was shut down last fall 

Mr. Garpiner. It mostly moves in the 
not refined in Saudi Arabia 

Senator THyz. One of those 
one of those fields 

Mr. Garpiner. That is the big refinery in Iran that has been s 
down for nearly 3 years 

Senator Dirksen. There the Saudi Arabian 
help in making effective use of its oil revenues 

They have so much money that we have to send 
teach them how to spend it, that is the Way it would 

Mr. Pauw. To some degree, that is entirely true. 

Senator Dworsnaxk. We can do a good job, too, Mr. Chairma, 

(Discussion off the record 


refineries has been shut down in 


form of crude oil. a) 


has been shut down for some tin 


a little mor 
look to me 


ATR OPERATION IN LIBYA 


Senator Dirksen. I want to ask Colonel Heffner, 
little about that air operation in Libya? 
to have a little more information about it. 
American-operated airbase in Libya? 

Colonel Herrner. You are speaking of Libya now, Mr. 

Senator Dirksen. Yes, 

Colonel Herrnur. Yes, sir. 

Senator Dirksen. Is there anything more to be 
Arabia, Mr. Paul? 

Mr. Paut. I do not believe so. sir. 

Mr. Garpiner. Despite the great wealth in Saudi Arabia, th 
fact that we are willing to provide small sums of money, compara 
tively small sums of money, may I say, for technicians, will enabl, 
us to influence, in a substantial and useful degree, development. in 
Saudi Arabia 

It is, as the chairman stated. a 
that important country. 

Senator Haypen. If, for example, an Arab 
good cut out of this oil could be 
agricultural development, or something that will give 
to his people, so that they would be more contented, 
he did it for his own profit, it would not be a bad suger 
to them, would it? 

Mr. Garviner. I think it would be extremely helpful, Senator 
Hayden, and I think that that kind of thing can happen, whereas 

if we would withdraw technical aid we have lost by default. I do 
not think that that is in our interests. 


Senator Dirksen. Are there any other questions on Saudi Arabia? 
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DEPENDENT OVERSEAS TERRITORIES 


‘ow we have an item of dependent overseas territories. I suppose 
eo are mainly French protectorates in Africa; are they not? 

\fir. Pauut. There are some French protectorates, British, Italian, 

.d Portuguese, and in past years there have been programs also in 


Belgium Congo. 

Senator DIRKSEN. Have you a list there of the areas that are in- 

ved? 

Mr. PAUL. Yes, sir; there 1s a list, or a description of them in the 
ok you have before you, on page 233 and page 234. 

Sanator DirRKsEN. But I do not see the names of the countries in- 

ed there. 

\fr. Pau. Yes, sir; I think it is there on page 234. The French 
NOT’s we are working in are in the Sudan and French West Africa, 

J also in Tunisia, and the Italian territory, Somaliland. 

he United Kingdom, principally in British West Africa, including 

veria, the Gold Coast, and Gambia, and in the Central African 

jeration of Northern and Southern Rhodesia and Nyasaland. 

Senator DirKsSEN. Now, this is divided up for economic aid which 
vill be financed by agricultural surplus and $5,400,000 for technical 
operation 

| would assume that the technical cooperation is assisting in the 

ning operations more than anything else, is it? 

\lr Paci. No, sir, we are not in the mining operations with this 
particular program. The extent that FOA is involved there would 

through the basic materials development program which is a 
fferent part of our bill. 

Now. in our field, again, it is the start of a new type of program in 
\friea, as against the old type of commodity assistance program 
through the metropolitan countries. That is during the Marshall 
pian 
This is now a technical cooperation type of program as we are 
wrying on in the independent countries of Africa. It is a program 
that has just been started in the last fiscal year. 


LIVESTOCK RESOURCES 


Senator DIRKSEN. What would be the livestock resources of British 
Sudan. or rather in the territory of French West Africa? I see you 
have there an item here for the development of livestock resources. 
Is that cattle? 

Mr. Paux. That is cattle, principally, sir 

Senator DrrkKsEN. And then what kind of community development 
s there in the Lake Chad area? 

\lr. Paun. Weill, the Lake Chad area is similar to areas in the other 

ts of the Near East, where the villages lack generally health and 
sanitation, and the ability to improve their standard of living, and also 
to improve their crops. 

[t isa program very much similar to the type of program I described 
earlier, in the India program, although the conditions of life are some- 

hat different in the African territories. 

Discussion off the record.) 
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| helieve 
at it and he 
Vo you k 


The a gooey this program is that an African is just 
portant, if he is an African in a dependent territory, as in ar 
pendent caning 


Senator Dirksen. Now, is that $1,580,000 for regional projects recla a 
uit $4 


LOCUST CONTROL PROGRAM Mr. Pau 
Senator I 
Mr. Pau. That is locust control, and projects which we carry Mr. Pav: 
in a number of different countries. letailed rey 
I think that the locust-control program is the best example of tha the record, 
one here. We have a roving team of locust-control experts, and si ia lor 
equipment, and they move along through the various areas just what the st 
the locust is moving along. As you know, it is an annual mix we be com! 
problem. Mr. Pau 
Senator Tuyr. You do all of your spraying by plane, do you no Senator 
Mr. Pauu. Notallofit,Senator. There is a locust-control prograr connection 
going on in Pakistan and Afghanistan right now that have not involy: Mr. Pau 
as yet airplanes spraying. Only in the most acute cases hav The inf 
used airplanes There are other methods of doing it through TOU! [he Niger 
spraying. rise in this 
Senator Haypen. Is this a program to determine where the | atienven 9% 
hatches and then to where they migrate? on 
Mr. Pau. I think they know pretty much, Senator, wher veting agaist 
locusts start from. nd; and (: 
SITUATION IN MINNESOTA 5 project 
able as 
Sevator Tuy. It is weather conditions to a great extent. cua 
impre 
Now, I jt ust received a tele ‘phon: » call from the entomologist o rhe United 
my State, and a have areas in Minnesota that they are propo: nade availal 
and organizing to poison right now for the simple reason that the: st of the p 
are sufficient Sas and there would be enough eggs laid if « United | 
tions are richt next year, and you could bring on a very Se] e any pls 
infestation. 
So all factors, just a certain time of the year when the weat 
conditions are right and when the hatch comes, and you do not g Senator 
drowning, they can become very, very numerous. button uy 
It is all a matter of conditions that bring it on, as a serious situat 
But over there the vastness of it is such that you can have a lo program. 
invasion because they can hatch and develop in a certain area : What i 
then come in on you. fioures art 
So there would * no way of describing just where, or what, or wl Mr. Ga 
Mr. Paut. We never had a problem, or Afghanistan never had : Chairman 
serious locust alien. and all of a sudden this year they were faced about 100 
with destruction of untold magnitude of their crops. These ¢ 
Senator Tuye. Probably conditions were just right. And ther 1948. I 
they migrated into a flock, and there you are. luncheon, 
Senator DworsHak. Where do you have these roving teams? Senato1 
Mr. Pauw. Mainly stationed in Lebanon, and that is a good central sut, M 
spot, and they move around the area during the course of the year mind. R 
have ove! 
NIGER VALLEY DEVELOPMENT PROJECT is how lot 
must we 


Senator Dirksen. Well, Mr. Paul, what can you tell us about out (eeu 


Niger Dam on the Niger River in French West Africa? 
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elieve Senator Ellender went down in that area to take a look 
nd he made some report on it. 
vou know what the status is? It looked like a $25 million dam, 
ation, and resettlement project. You had invested thus far 
t $4 million Would that be substantially correct? 

Pauu. That is the Niger Dam that you are referring to now? 
ator DirKsEN. Yes. 
Pauu. Yes; that was under the ECA program. We do have a 
| report on that, sir. 1 would be very happy to put that in 
ecord., 
ator Dirksen. Will you insert that in the record and tell us 
the status is and to what extent we are committed? And will 
committed for funds in excess of $4 million? 
Pau. | think the answer quite definitely on that is ‘‘No 
ator DirkKsEN. Suppose that you give us all of the details in 
ection with it? 
Pauu. Yes, sir; 1 will. 
he information referred to follows: 
Niger Valley development project in French West Africa is a major enter 
this area to which the French Government has devoted a great deal of 
yn over a period of 25 years It provides for (1) the building of a major 
egulate the flow of the Niger River and to distribute its water over about 
0,000 acres of hitherto unproductive lands; (2) a program of technical and mar- 
assistance and supervision of 20,000 Africans settled on newly irrigated 
ind (3) a program of mechanized rice culture. United States funds for 
roject were for the provision of dollar equipment ‘The funds were made 
le as ECA judged that it was in the interest of the United States to make a 
ition to the improvement of the living standards of the people of the area 
mprove its financial condition through increasing the local supply of food 
ited States contribution to this project was $4 million These funds were 
ivailable from the overseas territories development reserve fund The total 
f the project as of December 1952 was approximately $26 million, including 
ited States contribution of $4 million. This agency does not have at this 
plans for making further contributions to this project 


PALESTINE REFUGEE PROGRAM 


Senator Dirksen. Now, Mr. Gardiner, I suppose that we ought to 
ton up this Palestine refugee program while we are about it. 
t is about half way divided between relief and your reintegration 

rogram. 

What is the overall number of refugees involved? I see these 
res are scattered everywhere, but I do not see a total. 

\ir. Garpiner. The total is of the order of 850,000 people, Mr 
iirman, of whom, 475,000 are in Jordan, 200,000 in Egypt, and 
mit 100,000 in Lebanon, and 80,000 in Syria. 

(hese are people displaced following the conflict in Palestine in 

i8. I believe that I attempted to justify this program before 

ncheon, sir, when the question of Jordan arose. 

Senator Dirksen. I think we covered it pretty well. 

But, Mr. Gardiner, here is the residual question that comes to my 

nd. Resettling 800,000 people in improverished areas, like you 

ve over there without facilities, is a tremendous job. The question 


is how long are we going to be wedded to this program, and how long 


ist we spend money in order to finally get them settled, and get 
t from under both the resettlement and the relief load? 
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Now, you are not asking for new money in the instant bill, but y 
do ask for a reappropriation of $23 million plus, and I think tha: 
there is a $30 million new authorization, but that new money is no; 
in this bill 

However, whether it is a reappropriation or not, it is $23 millio) 
But $23 million this year, and $23 million next vear, and how man 
more $23 millions must be spent before we make a dent in this thing 

Mr. Garpiner. I think it is fair to say that the problem is becom. 
ing no worse despite the fact that the population of the refugees 
increasing through natural causes. There is an absorption continy. 
ously going on in Syria, to a lesser extent in Lebanon, and to a less; 
extent in Jordan. 


INTEREST IN PROGRAM 


Our interest in this program stems from the seriousness with whic 
we all must view this area, both for military and commercial reasons 
I think that we also have a genuine concern with this problem becaus 
of the fact that it is a result of the establishment of the State o 
Israel, in which we had a part. 

I do not think that those who were interested in establishing Isra: 
over the past 30 years, in Congress and elsewhere, can now wash thei) 
hands of this problem. 

This is one of the results of the establishment of Israel. So I would 
appeal to this committee, sir, in terms not only of humanitarian con 
sideration but in terms of our consciences. I think we have a very 
genuine interest, morally, in these people, as well as materially, and 
as well as strategically. 


How soon can we make a substantial dent in this problem? W, 
can hopefully do so in the course of the next 3 or 4 years to the extent 


that we can develop the Jordan River in Jordan. And there I think 
we could account for 150,000 to 200,000 people. We can hopefully 
do so in the course of the next 3 or 4 years with respect to, say, 100,000 
of them whom the Egyptians might shelter. 

Senator Dirksen. Do you not think that you are optimistic? 

Mr. Garprver. I hope I am not overoptimistic in those numbers 

Senator Dirksen. I am not speaking of your numbers; I am speak- 
ing of your time factor. 

Mr. Garpiner. The problem of the Jordan River physically is not 
such a serious one. If the political situation could be resolved, so 
that you could have access to the waters across national lines, what 
is involved is 60 or 70 miles of canal on 1 side of the river, and a 
30-mile canal on the other side, through which the waters will flow 
by gravity. 

Senator Dirksen. You will have to build an impounding dam up 
there south of Lake Tiberias itself? 


LAKE TIBERIAS 


Mr. Garpiner. Lake Tiberias itself is one of nature’s reservoirs 
And the storage of water in Lake Tiberias, the regulation of wate 
there can be handled for a comparatively small cost. 

It has been estimated to cost as little as $700,000 to slightly raise 
the level of that lake to the extent where one could have adequate 
storage within a year and over the years. 
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bill, but [he rivers flow very irregularly from year to year. If we had a 
I think hand today, without regard to the political considerations, which 
money lo make it extremely difficult, you do not have an impossible engineer- 
S ing job. 
$23 millio > Now, the Egyptian proposal which involves the use of Nile waters 
d how ma) s apparently soluble, politically. The Egyptian Government has 
in. this thi ndicated they would help us. There we are awaiting for the moment 
M is been n the engineers, but it is quite likely that we will have soon a feasibility 






report which will enable us to go ahead. 
Other great opportunities, economically, for these people are bound 
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d to a less o be found in Syria and in Iraq. 
Discussion off the record.) 
Senator Dirksen. Are there any questions on this Palestine refugee 
orant? 
with w Now we have one more item, Mr. Paul, and that is the technical 
cial reasoy hange program involving Greece and Turkey. 
lem bec; Does that come within your particular province? 






\ir. Pauu. Yes, sir, it does, and it is a continuation of this 
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Senator Dirksen. Before you testify on that, I have to ask you 
e ¢ mbarrassing quest lon. 
lt is my understanding that we did make an agreement with thi 

Government of Iran to build a couple of regimental headquarters, 
ensibly for their defensive or their police forces. By the way 
yw much is an Jranian rial? 

Mr. Pau. It is 90 to the dollar. 

Senator DrrKsEN. So it is worth a little more than 1 cent? 
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the extent 

pre T thinl Mr. Pau. Yes. 

: hopefully senator DIRKSEN. Well, if these cost 7 million rials. one of them 
WV. 100.001 as built just north of Komshard, and they are meant for the occu- 
pancy of the imperial gendarmerie. Would you call that technical 
istic? economic assistance. 





Mr. Paut. If it is either one, it is economic assistance and not 
technical or defense support, perhaps. 

Senator Dirksen. | think that you had better put in some ex- 
planation. 

Mr. Paux. 1 did not know the existence of this one. 

Senator Dirksen. Someone may beset the acting chairman on that 

(The information referred to follows:) 
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will flow Senator Dirksen inquired as to the alleged use of 7 million rials for the con- 
struction of regimental headquarters north of Dorud. FOA does not have any 
r dam precise data on this particular project, but it is believed that it refers to the con- 
struction, of simple housing units for civil police, or gendarmerie and their families 
lhis has been Cone in more than one of the provinces in Iran, and the local cur- 
ency generated from United States aid has, in some cases, paid at least part of 
he cost for these structures. No FOA dollars have been involved, nor have any 
program rials been used to construct military housing or other facilities, This 
servo} project was regarded as justified in view of the miserable state of housing for 
of wat hese police and their families. 
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Senator Dirksen. Now then tell us about the Greek and Turkish 
exchange program, total $1,850,000. 
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Mr. Pau. That is correct; that is a continuation of the technica! 
assistance program, and productivity program, that has been carried 
on now in those countries for the last 3 or 4 years. It is quite similar 
in type to the technical cooperation program except that it is devoted 
more heavily in the industrial and business sector than in most o f the 
countries receiving technical cooperation. 

It is mainly a matter of the costs of United States techni 
primarily in the industrial field. It covers a wide range of activiti: 

Senator Haypgen. What are some of them? 

Mr. Pau. We are sending technicians to Greece to give training 
and advice in management and business, industrial engineering 
marketing and distribution, transportation, agricultural extensio. 
land and water resources development, and forest range management 
We are also sending technicians to Turkey to give training and advice 
in industrial management and production, encouragement of privat 
investment, transportation improvement, agricultural extension and 
marketing, and water resources development. 

In the Greek program there is about an even split between agri- 
cultural productivity assistance and industrial productivity assistance 

Senator Haypen. This question of the Greeks coming out of 
Turkey, is that involved here? 

Mr. Pau. No, United States technicians are going to Greece and 
Turkey. They help train them in industry and agricultural methods 

Senator Haypen. I understood that that was a movement of 
population? 

Mr. Paut. Also there is a movement to the United States, produc- 
tion teams, both Greece and Turkey have visited this country in the 
past year. 


Senator Dirksen. Now, gentlemen, if that is all on this chapter, 
may I suggest that tomorrow- 


MOROCCAN TRADE PROBLEM 


Mr. Garprner. I wished to make a statement on the Moroce: 
trade problem. 

Mr. Byroade unfortunately is ill and could not come today. With 
your indulgence, sir, I should like to read that on his behalf. 

Senator Dirksen. We will insert it in the record because generally 
speaking the members are familiar with it, and we have had some out- 
side witnesses year after year who have gone into that. 

I think perhaps Senator Ferguson and one or two others will have 
very special note of it. 

So it will serve the purpose of the committee if we just insert that 
statement in the record. 

Mr. Garpiner. We know of your interest and that is why we wished 
to cover that. 

Senator Dirksen. We will insert it in the record at this point. 

(The statement referred to follows:) 


DEPARTMENT OF STATE COMMENTS ON THE Moroccan TRADE PROBLEM 


I should like to refer for a moment to a matter which in the past has been of 
considerable interest to this committee—the matter of our treaty rights in 
Morocco. I am aware of your interest in this subject and have noted the state- 
ment made by the committee in its report on the State, Justice, and Commerce 
appropriation bill, 1955, which “‘urges the Department of State to greater diligence 
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atter to assure that the rights of our citizens abroad are fully protected” 
= Re pt 1591, June 9, 1954 
Department has in fact acted with diligence in this matter. As noted in 
ittee’s report, the Department officially ruled in October 1953 that 
States treaty rights in Morocco were violated, and the Foreign Operations 
tration withheld ‘‘counterpart funds” from France. After no less than 


rs between the Department and the French Embassy throughout the 


l 











} 


954, representatives of the Department and the Embassy on July 15, 
now holding a series of meetings on substantive matters concerning our 
ces on the Moroccan trade problem. The Department’s efforts in Wash- 
are supplemented by those of our Embassy in Paris, our Legation at 
and our consular offices in Rabat and Casablanca. The details of recent 
the Department are stated in a memorandum attached to this statement. 
Department has been successful in effectively representing and protecting 





















rests of American business in Morocco. The United States has pro- 
from fifth supplier of Morocco in 1938 to second supplier in 1953. United 
c ports into Morocco increased tenfold since 1938, from $3 million to 
$30 million in 1953. We are, therefore, succeeding as rapidly as the 
situation will permit. I admit that our position is not perfect, but I 






nt to the above facts to show that the Department is active in protecting 
ghts of our citizens in Morocco. Some of the efforts by the Department in 
of American businessmen are detailed in a memorandum on the Moroccan 










roblem also attached 
problem of protecting our treaty rights in Morocco has been complicated 
ery small group of American businessmen. The self-appointed spokesman 
small group of Americans is Mr. Robert E, Rodes. On May 12, 1954, 
fied before the committee that, ‘‘I have an export and import business in 
anca, Morocco.”’ However, in accordance with his own earlier testimony 
ed this spring in conversations with officers of the Departments, he has not 
business in Morocco since 1949. If he speaks for anyone other than himself, 
1ot made his principal known. He has been repudiated by the American 
£ Commerce of Morocco. ‘he president of this chamber is on record 


















Commerce appro- 





ng to vour committee (hearings, State, Justice, and 
bill, p. 1863 
Americans in Casablanca now feel that a thoroughgoing application of 
fague cecision as Rodes interprets it would spell economic chaos and bank- 
not only for the French but for the Americans in Morocco as well.” 


added,] 











further states: 
he chamber therefore opposes ul equivocally the pressure methods endorsed 
Mr. Rodes anc believes that they would not only fail to protect American 
ess interests in Morocco but would actually harm them.” 

Roces’ restricted approach to the problem of our treaty rights in Morocco 
es any practical aspects of the problem, and herein lies his Cisagreement with 
Department of State. Mr. Rodes and his group Cisregards our overall 
ions with France and demands that the Department deal with the problem 
n the narrow confines of the Moroccan scene. Our consideration of this 
em goes far beyond and covers such wide matters as EDC, a southeast 














defense organization, and the Moroccan bases. 

Ve are and will continue to do our best to iron out this problem, but it is not 
ir interest to place this problem above Indochina, above EDC, and above 
the other matters in Europe and Asia for which we are striving. I should 
to assure you that we in the Department are willing and determined to 
tect the legitimate interests of the American businessman in Morocco, but we 
inable in that process to sacrifice the broader interests of the United States. 
These are the essential elements of the matter. If any member of the com- 
tee wishes to go into the details of the record we shall be glad todo so. Mean- 
ile, I will hope that this year Congress takes no action on the Moroccan problem 
hich will increase the Department’s difficulties in protecting the overall interests 
the Unitel States. 
































ACTION OF THE DEPARTMENT OF STATE IN RELATION TO UNITED STATES 
TreATY Ricurs In Morocco 











Che United States confronts a situation in Morocco that is not susceptible to a 
lution that is entirely satisfactory to everyone. The ensuing account indicates 
nature of the issue and describes the efforts the Department has made to 
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protect American businessmen through upholding their fundamental treaty rig 
in Morocco . \I vv 
The French protectorate government in Morocco promulgated a decre tual 
October 1, 1952, establishing a new import regime in French Morocco 
French contend that this decree gives full effect to the judgment of the Interp; 
tional Court of Justice a depe! 
After carefully studying the decree, including conversations with int: ich dep 
American businessmen and informal talks with French officials, the Depar ated adverse 
instructed the United States Minister at Tangier to deliver a note to the Fren yny of the ¢ 


Resident General. This note delivered on January 12, 1953, stated that made § 


opinion of this Government, the new decree failed to implement fully the de¢ 
of the International Court of Justice of August 27, 1952. The note further request 
reserved all the rights of the United States and proposed that early discussio ation ft 
between the two governments be undertaken for the purpose of reaching a mutual! nas 
satisfactory solution of the problem. Following the delivery of this note ther wi perk 
was a further exchange of notes with the French and, as a result, the propos: eferrir 
conversations with the French occurred April 20-21, 1953. ident i 

\s explained in the attached memorandum of January 13, 1953, the major e ! 
in the case before the International Court of Justice was whether the syste! or 3 
import controls put into effect in Morocco by a decree of December 30, 1948 ‘12, 
contravened the treaty rights of the United States Under this svstem, im; were 
from the United States undertaken without an official allocation of exchay portion OF | 
were subject to the requirement of an import license. This licensing require! uu 
was waived for imports from France. This meant that Americans were su! 
to this licensi g¢ requirement even though they financed their imports with 
own dollars and did not ask the French for official dollars. 

In its decision of August 27, 1952, the International Court of Justice Tt 
that this system of import controls established by the decree of December 30) bh 
1948, was discriminatory and contravened the treaty rights of the United States 5 uly app 

In implementation of this ruling the Feench promulgated a decree on Octobe 
1952 (pp. 11-12 of memorandum dated January 13, 1953). which rescinded This lates 


decree of December 30, 1948, and provided that ‘whatever the source. s raised. 
piving V 


i 
chandise acquired without an official allocation of exchange and originating 

countries which are entitled to the benefits of the General Act of Algeciras in this rt of Ju 
respect can be imported without authorization.’’ This means that Americans ay a 
free to import from the United States provided they do not ask the French pro- estion O 
tectorate government for an official allocation of exchange to pav for such import m migh 
together the 

Justice. 
Finally, * 
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However in subsequent conversat i: with the French this Government ca 
attention to the fact that article 3 of this decree has the further requiren 
that the importer of merchandise acquired wit hout an official allocation of excha 
is nevertheless required, when so requested by those responsible for the enfo 
ment of exchange controls, to describe the use of funds arising from the sal 
utilization of imported merchandise. This requirement is, in effect, a tighter 
up of exchange controls in Morocco. It is apparently intended to preclude 
porters from transferring franc funds derived from the sale of imports to 
free money market in Tangier or to the black market in Paris in violation 
Moroccan exchange control laws 

This Government gave its assent to the application of Moroccan exchange c: 
trols to Americans in 1944 This assent has never been withdrawn. There is a 
large and continuing shortage of dollar exchange in both France and Morocco a 
this Government continues to recognize the French position that it is necessat 
to control dollar expenditures in Morocco for the same reason that it is necessar 
to control similar expenditures in metropolitan France. Our concern with arti 
3 of the decree of October 1, 1952, is that it be administered in a nondiscriminator' 
manner Since, moreover, the decree of October 1, 1952, maintained in for 
limited but possibly significant restrictions on certain imports and other relat: 
provisions which would affect adversely the position of American businessmen it 
Morocco, the Department could not accept without challenge the contention of 
the French Government that the “principles established by the Act of Algeciras 
and referred to by the Hague Court are being rigorously observed.” Henci 
this Government reserved its rights and requested discussions of the matter wit] 
the French Government as explained above 

The Department of State, during the summer of 1953, was in the position 
objecting to the potential discriminatorv features of the decree of October 1 
1952, while, at the same time, waiting for evidence that discrimination woul 
arise from the administration of the decree As of this writing no such evidenc: 


has heen bro ight to the attention of the Departn ent of State or its officers 
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i] treaty 
Meanwhile the Senate approved the Hickenlooper amendment to the 

1 a decre Security Appropriations Act, 1954, as section 105, which provides 
Toroee | * after September 1, 1943, none of the funds herein appropriated shall be 
f the | : make up any deficit in the European Payments Union for any nation of 

; lependent area fails to comply with any treaty to which the United States 
ith inte . h dependent areas are parties and said failure to comply has been adjudi- 
e Depar ,dversely to said nation in any court of competent jurisdiction, ner shall 
to the } the counterpart funds generated as the result of assistance under t 
‘d that ade available to such nation.” 


} 
nls 


v the de ’ Stassen, in order to carry out Foreign Operations Administration opera- 
note firt} equested of the De partment its finding of whether after pepten ber | 953. 
lv diseu tion falls within the definition contained in the above quoted secti 
nga mutua as & dependent area falling to compy with certain treaties 
i note ar O comply has been adjudicated adve rsely\ LO said hat 
the pr , ferring to the Department’s note of January 12, 1953 
ral in Morocco, stated in reply that 
le major f t wording and legislative history of t 
the syste yper amendment, France comes withit 
ber 30 l 1953, the Department informed the Fre 
‘tem, ir bees necessary for the Foreign Operations Admini i 
of excha ( F counterpart funds \ few days later, the Foreign Operatio1 
require further informed the French that the amount of co terpal 
were < i was $600,000 The Frenc on November 12, 19538, replied i: 1 ote 
T 


‘ts wit! leclared that the More ‘an authorities, accordance h the Inter- 


lustice 1 eco. regardless of their origin, the same regulations without any discrimi- 


] I 
of Justice decisio lave appli d to imports 1nto the French Zone 


Jecember L ( further stated that the French Government considers it is 
nited S} ‘ ] the International Court of Justice decision ! letter and 
mn Oet 


escinded at t French note clearly demonstrated that a question ¢ nterpretation 


t ; i 
ource s raised. Although the United States does not believe that France is fully 
riginat plying with the treaties in question and with the decision of the International 
ciras it of Justice, France takes the position that it is. Reeognizing this situation, 
mericar Department has raised and is now engaged in exploring with the French the 
Frencl estion of whether the French Government would enter into further discussions, 
might lead to changes in the present situation in Morocco and in turn bring 
her the difference in interpretation of the decision of the International Court 
Justice. 
nally, Secretary Dulles in a letter of July 22, 1953, to the Senate Committee 
\ppropriations stated that ‘“‘The Department is aware of the problems of 
‘ ean businessmen in Morocco and this Government will continue to do 
a tight: thing it reasonably can to work out our differences with France on this 
recluds er in order to protect the legitimate interests of these businessmen and to 
orts to e that they are treated fairly. But we do not think that these business 
idlat jon ests should be put above the vital interests of the United States in the Pacific 
I rope.’ 
change « ['HE MOROCCAN TRADE PROBLEM 
There 
foroceo a veral vears the United States and France have been in disagreement over 
States treaty rights in Morocco, a protectorate of France In 1950, the 
ached a point where France took the case to the International Court of 
with art ruled in favor of the United States on the basic issue of economic 
riminator : disagreement continues however, because France, in the opinion of 
din for Department, has not complied fully with the Court’s decision Che argument 
; nlv. but not entirely, concerned with the commercial rights of American 
nessmen residing in Morocco and revolves about the French use of exchange 
tent ior weapons for discrimination against American traders 
f Alvecira rom 1945 to 1948 some 40 or 50 Americans, mostly ex-servicemen settled in 
eae co When they discovered that they were able to reap substai tial profits 
bom w treaties placed them in a highly advantageous position vis-a-vis Freneh 
Ss While Frenchmen were subject to price controls, rationing, and goods 
position lollar shortages, the Americans in effect were ‘‘free ope rators’”’ with both 
etober ] ars and United States produced goods at their command This situation 
Hs won d resentment and some retaliation , 
h evider problem has been magnified by a small gro ip of American businessmen who 
HTiiee lesirous of returning to the conditions of 1945 to 1948 setween this group 
the Department of State there is a limited area of agreement that our treaty 
are not being fully observed, but there is a radical difference as to how the 


S necessa 


8 necesss 


her relat 
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»( 
pene tena bet handled It should be emphasized that the American ome 
men criticizing the ie ‘partmé nt’s handling of the problem are a small mi; a soit { 
all ame rican businessmen in the area 3 bsequentl 
The Department has had to deal with the problem not within the narr +h the Lt 
fines of the Moroccan scene as this group desires, but with regard for ou S crates treat 
relations with France, which have involved consideration of such wider ‘ould not t 
as NATO, ECA, EDC, [Indochina — Moroecan bases. Secretary 1 s iecision 
July 22, 1953, in writing to Senator Styles Bridges of the Senate Appro} |! ndered on 
Committee about the relation of the + recan tr ade problem to overal| , aie right 
States policy said: “The Department is aware of the problems of Amerie: neh ther 
nessmen in Morocco and this Government will contin to do everything it e Cour 
ably can to work out our differences with France on this matter in order te On Janu 
the legit mate interests of these businessmen and to assure that they ar: ontained, 
fairl But we do not think that these business interests should ke put al discriminat 
vital security interests of the United — in the Pacific and in Europe.” Swe interpre 
The essence of the argument put forth this small group of dissastisfic (% rt. Tt 
chants is that Frenchmen in Sdeeedummar ala h fundies ‘rs as Americans | ment that 
less of France ’s protectorate relationship with Morocco Since the United ay ated m 
is entitled to most-favored-nation treatment through its treaties with \ ; Meanwh 
Americans and Frenchmen in Morocco are on at equal footing it is ' Q ? iritvy A 
argued that France is entitled to no special economic status in Morocco. funds 
Treaty of Algeciras guarantees “economic liberty without any inequalit, . ply wi 
12 signatories, Which include both France and the United States. It is argu: 1 tice. 7 
American businessmen can obtain equality of treatment only if: (a) e, Administrs 
controls are rescinded, or (6) the present link between the French and the \ FOA has f 
ear frances, which makes them freely interchangeable, is severed Moroccan 
Some of this group’s arguments are not without legal merit, but thev rr time when 
acknowledge that there are practical aspects to the prol lem, and herein li: f the Mo 
disagreement with the Department of State ‘ letter 
Thev are highly critical and impatient with the Department’s handling ted ab 
Moroccan problen The Department, among other things, has been accusi The Go 
being pro-French and derelict in duty These attacks have not been conf ‘overnme 
criticism of departmental polices A member of the group has used correspo1 Court of . 
and interviews with officials of the Department in a highly questionable ma take the 


The Consul General at Casablanca was presented with a memorandum of to enforce 


epartme 


versation prepared before the conversation took plac D 


The issue was carried to Congress, and in 1953 Congress passed an ami arrive at 
to the Mutual Securitv Assistance Act, 1954, usually referred to as the H adiustme! 
looper amendmerit, Which caused FOA to deny France the use of about $600, and still 
in counterpart fundse A current lobbying campaign is underway, and m 
legislators are yr contacted No opportunity is let escape for criticisn 
Denartment 

The United States. after the Algeciras Conference of 1906, sought to ma 
the open-door policy in Moroceo and thereby preserve equal opportuniti 


terests ¢ 


merican commercial interests to share in the country’s commercial] develop: penal 
ica 
il World War [II Americar ymmercial interests in Morocco were not W ill stal 
‘ant. and disputes concerning the rights of United States natior als to tra shore pl 
oeco did not reach the crucial stage where they are now lev 
The invasion of North Africa by the United States in 1942 required close | to deve 


it} 
} 


States-French collaboration Under the impact of wartime conditions. the Unit have be 
States in 1944 assented to the application of exchange controls to America Then 
tionals. This arrangement satisfied existing military requirements and 
abled American businessmen to expand their commercial activities durin: . 
postwar pe riod It was also in this period 1945-48) that the I nited State hearing 
successful in securing close French cooperation in carrying out the Europea you wil 
covery program and obtaining French permission for the United States to op Mr. C 
a naval air base and construct four other air bases in Freneh Morocco sa on ell 

During 1948 uncontrolled imports of most commodities (not requirit sok aaa 
official allocation of exchange) were permitted for persons of all nationalit gs 1 
This situation favored American importers, and the French maintained that ceca 
demands of such importers for dollar exchange on the black market exert 
adverse pressure on the value of the franc by causing dollars to move out of th Now 
hands of the French exchange system. At the end of 1948, the French tric pended 
remedy the situation by issuing a decree which in effect prohibited these imp he ful 
xcept as permitted by license issued by the protectorate for a limited list of une 
goods. American businessmen protested this decree and insisted on the fu I think 
enforcement of the economic treaty rights to which these Americans considered be dev 
they were entitled in Morocco. 
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led in 1950 to the passage of an amendment to the ECA Appropriation 
juiring the withholding of ECA aid to France if, in the opinion of the 
lent, United States treaty rights in Morocco were not complied with. 
juently, the French Government in October 1950, filed an application 
the International Court of Justice requesting determination of United 
treaty rights in Morocco. In view of this, the President announced it 
| not be appropriate for him to make a finding regarding compliance until 
ecision of the Court had been handed down. The decision in this case was 
ered on August 27, 1952. The Court held that the 1948 decree violated the 
rights of the United States to equality of treatment in Morocco. The 
h then issued a new decree in French Morocco to implement the decision 
Court. 
January 12, 1953, the United States protested that the French decree 
ined, among other things, provisions the execution of which could lead to 
nination against United States trade, and did not implement fully what 
terpret our rights to be under the Act of Algeciras and the decision of the 
The French, in conversations held in April 1953, assured our Govern- 
that discrimination would not occur in the execution of the decree but 
ited no action which would bring about a mutually acceptable adjustment. 
Meanwhile Congress passed the Hickenlooper amendment to the Mutual 
rity Appropriation Act, 1954, which in effect called for withholding counter- 
funds from France because one of its dependent areas (Morocco) failed to 
ply with our interpretation of the decision of the International Court of 
ce. The Department of State in October informed the Foreign Operations 
inistration that France was subject to the Hickenlooper amendment, and 
)A has frozen $600,000 of counterpart funds in its French accounts. Thus the 
rocean trade problem is now affecting United States-French relations at a 
when our global interests are under serious consideration. The real issue 
e Moroccan trade problem remains as it was stated by Secretary Dulles in 
letter of July 22, 1953, to the Senate Committee on Appropriations, and 
ted above. 
[he Government of France is unhappy with the Department’s opinion that the 
ernment of Morocco is not complying with the decision of the International 
of Justice reaffirming our rights under the Act of Algeciras The French 
: the position they are complying and that the United States is attempting 
enforce a unilateral interpretation of the Court’s decision. At present the 
artment is seeking to revive conversations with the French in an effort to 
e at a clearer understanding of our differing interpretations as well as an 
tment which will be satisfactory to American business interests in Morocco, 
i still not impair United States-Franco relations to the detriment of the vital 
ests of the United States in the Pacific and in Europe. 


STATEMENT BY ACTING CHAIRMAN 


Senator Dirksen. May I say, tomorrow morning, gentlemen, we 
ll start with Latin America, and Mr. Voorhees will be here on off- 
shore procurement, but I think we will have time tomorrow afternoon 

develop a little further the surplus commodity program that you 
have been pursuing. 

Then, General Stewart, I rather think we ought to have a little 
nore testimony from you in view of what developed in the House 
hearings, because I notice that Mr. Taber, among other things, and 
vou will find it on page 290 of the hearings, where you said: 

Mr. Chairman, I would like to make one final plea for your consideration. You 
ive proven here, in the process you followed in asking us questions, that we do 

need the money 

Mr. TABER. Well that is about so; it is not? You would not feel that statement 
vas out of line, I @o not believe 

Now, I have an idea that this question of unobligated and unex- 
pended balances will be rather thoroughly belabored not only before 
the full committee, but doubtless in the conference committee, and 
I think perhaps some additional statements on that subject ought to 


be developed. 
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I was going to say especially Mr. Lloyd, you will probably want 
develop a little testimony on that matter, too, and so that there js 
pretty graphic description before the committee, with respect to thy 
problem of programing down the course of years, because I {i 
understand this question of lead-time, and that when you start 
with not so much as one soldier in Turkey, when you look down th, 
road and you speak in terms, first, of conscripting them, and giving 
them indoctrination and then boot training, and then training nor, 
commissioned officers and finally officers, and field exercises that ¢ 
with it, it takes a long, long time 

I would direct your attention to that so that probably some y: 
emphatic testimony on that point would be in order before we c! 
the hearings. 

We will give that some additional attention. 

Tomorrow morning we will start with Latin America, and it m: 
require the whole morning, I do not know, but then we will go 
a few of these other items and tomorrow afternoon, we will have of 
shore procurement and surplus commodities, and then perhaps so! 
additional testimony on this question of unobligated and unexpende 
balances. 

Now I should say that I thought Governor Stassen portrayed that 
pretty well, but it will still merit some emphasis, I think. 


Ali) 


ANTAGONISM CREATED BY MILITARY ASSISTANCE 


If there is anything more to offer, any other questions- 

General Stewart. The question has arisen, before all of the com- 
mittee sessions before whom we have appeared, as to antagonisn 
created by our military assistance program of Pakistan and resent 
ment in India. 

[ think the members of the committee should know since it has 
never been brought out, that India is eligible to buy military equip- 
ment from us, and has bought military equipment from us. I merely 
wanted to say, the thing has been so one-sided that I do not think that 
point has ever been developed before any committee and I thought it 
should be brought up. 

Senator Dirksen. So that whatever she needs she can buy if sh: 
so desires? 

General Stewart. And she has procured military equipment on a 
reimbursable basis. 

Senator Dirksen. Now, Mr. Lloyd, before we adjourn today, is 
there anything more to be offered on or off the record with respect to 
the order that was issued to interdict the shipment of further supplies 
to Indochina, as it relates to either direct forces support or defense 
support? 

Mr. Luoyp. I do not think that there is, Mr. Chairman, toda) 
Some of the implications and, in fact, some of the actual terms o! 
those agreements to which we were not a party are still coming through: 
and are being analyzed very carefully in the State Department. And 
I think that tomorrow would be a better time to try to deal with 
those. 

Senator Dirksen. Then suppose, if we can, that we get some state- 
ment before the end of the day, if that can be done 

Mr. Lroyp. That can be done. 
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ably w; COMMUNICATIONS 


lat the 
‘spect Senator Dirksen. We will insert in the record at this point a letter 


ause | m the Davison Chemical Corp., of Baltimore, Md., addressed to 

VOU start e chairman of this committee, Senator Bridges 

ok down ¢} [here is also a letter from the Mathieson Chemical Corp. to Chair- 
and giv}, n Bridges, dated July 12, 1954. 


raining There is also a letter from the National Fertilizer Association, 


‘ises that ssed to Senator Burnet R. Maybank. 
, | ol these letters will be included in the record at this pome. 


y some e letters referred to follow 


re we UNITED I A 
COMMITTEI , PROPRIATIONS 


RARD H SMITH, 
ani II ale 1p] op? ations Comonillee 
will oO The Cap tol, Washinaton. D. ¢ 
ll hav. rk Mr. Smita: I am enclosing a statement in connectio 
rhaps g curity bill which | would appreciate your calling to my att 
inexpe! appears before the committee, so that I might make 
ing vou in advance for this courtesy, I am 
raved Sincerely vours, 
BURN! Rn. MAYBANE 


[THE NATIONAL FERTILIZER ASSOCIATION, IN¢ 
i] ashington, dD, ¢ June 21, 1964. 
BuRNET R. MayYPANk, 
f the s United States Senate, W ashington, ><". 


( 
Dear SENATOR Maypank: Referring to our previous conversation and cor- 


ndence concerning our getting consideration from the Foreign Operations 
nd resent inistration in purchasing fertilizers from American industry, I am attaching 
to a statement which sets forth our position on this matter. 1 do hope that 

nee it has will have this statement included in the records of the Appropriations Com- 
tee hearings of the Foreign Operations Administration. 

Sincerely yours, 

I merel o RUSSELL COLEMAN, President 
think that 
thought STATEMENT OF RussELL COLEMAN, PRESIDENT, THE NATIONAL FERTILIZER 
ASSOCIATION 


ntagor 


iy equi] 


uy if Large quantities of fertilizer have been purchased by the United States Gov- 
ment over the past few vears for foreign-aid programs As shown on the 
tached chart, United States produced fertilizers have supplied less than 14 
reent of the total purchases in the years 1951-53. Further, the percentage of 
rchases supplied by United States produced fertilizers has dropped from over 
today 31 percent in 1951 to less than 8 percent in 19538 

espect n While this has occurred, the American fertilizer industry has been under 
going @ tremencous expahsion as a result of Government-sponsored programs 

Productive capacity has reached a point where curtailments of production have 
r defenss een forced in some plants by lack of markets. The industry is now threatene 

h shutdowns and unemployment in the coming year. 

1. today [he situation has been complicated by a law requiring that 50 percent of 
aterials purchased in the United States for foreign aid move in American 
ottoms (which carry higher freight rates). Thus United States produced 
through: fertilizers are at an additional competitive Cisadvantage pricewise with foreign- 
it AY roduced fertilizers which can move in foreign bottoms. The FOA has not seen 
to compensate for this price disadvantage in choosing their source of supply. 

Fertilizer manufacturers feel that they are being whipsawed on the one hand 

a near exclusion from foreign aid purchases and on the other by a Govern- 

ent drive to increase domestic fertilizer productive capacity They feel they 

fully justified in asking consideration from the FOA in the matter of pur- 


ases for foreign aid. 


lent o7 


‘ supplies 


terms 


54+— 16 


502296 
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Legal opinions have been obtained from competent attorneys that FOA MENT 
authority to restrict purchases to domestically produced fertilizers. §S : 
strictions have been applie.. to the purchase of other types of materials 

The fertilizer chemicals, nitrogen, phosphorus, and potassium, are of stra; \ serious 
importance to the United States. On the one hand, they are the m uf eas Ust 
which farmers can cut their unit costs of production, increase their profits, g t r contr 
in time of emergency, expand their production, as was done in World Wa, ss interest 
On the other hand, these chemicals are used in various types of explosives { 5; the 
other military necessities. is situa 

From the strategic standpoint the current situation is not good. This count re able to 
imports substantial quantities of fertilizer chemicals, much of which would be oy & re operatin 
off in time of war. Simultaneously, war would make it necessary to divert to { ed Stat 
military substantial quantities of chemicals now used to produce farm fertilizer: e reas 
The effect on farm production (25 percent of which is now dependent on fertilize; apacity ar 
usage) of this double loss of fertilizer is readily apparent. city m 

Further, there is grounds for doubting the wisdom of stimulating fo; 9 these plant 
production of fertilizer with United States dollars to a level for which sust to do so du 
markets cannot be found. at the ver! 

There is little doubt of the eventual domestic market for all the fertilizer thy ler presi 
current and planned plant capacity can supply. But that appears several year It is esse 
AWAY What is now needed is a program for stimulating the use, foreign a States Gor 
domestic, of the products of the plants which have been and are being built as be preserv 
result of Government programs. g expal 

The result of current Government policies has been that neither the Unit ven if 
States shipping industry nor the United States fertilizer industry has obtain: fair, and 
fair share of foreign-aid business. panded g! 

This association urges a revision in FOA policies to rectify this situatio producers 
recommends that this committee instruct FOA to: United 5 

1) Place the United States fertilizer industry on a competitive basis wit nder me 
foreign companies insofar as any FOA purchases are concerned. While 1 

(2) Take steps to assure American industry participates in FOA purchases States pu 

ognize 

fa. s. ba 

JuLy 16, 1954 that 

Mr. G. P. Vincent ‘ost Of | 
Mathieson Chemical Corp., Washington, D. C. lomestic 

7 rotecti 

: therefore 
jucers, 


, : United 
I shall be glad to bring this statement to the attention of the committee dur ness, bu 


hearings on appropriations for foreign aid, and it will be made part of the recor It has 
of the hearings held by this committee, as you requested. 
Sincerely vours, 


PROCURE! 


Dear Mr. Vincent: Thank you very much for your letter of July 12 enclos 
the statement prepared by your company regarding the procurement of fert 
for overseas use 


the Cor 
tion cos 
STyYLes Bripoxs, Chairn rder t 
evaluat 


: y circum’ 
MATHIESON CHEMICAL Corp.,, It is, 
Washington, D. ii, July 12, 195 i f a. 
Hon. Srytes Brinces, btain 
Chairman. Committee on Appropriations, opport 


United States Senate, Washington, D. C. a truly 


My Dear Senator Brinces: In connection with the National Fertilizer Asso- marine 
ciation’s Ciscussions with some members of your committee in which they ha Afte 
reviewed certain phases of fertilizer procurement for overseas use; we are enclos- Unitec 
ing, for the record of the committee hearings which will undoubtedly be held in t! for 50 
near future, a statement which the Mathieson Chemical Corp. wishes to mak: appro) 
regarcing fertilizer procurement for overseas use by the Foreign Operations Admin- produ 
istration. Fig 

We hope that you will find this of sufficient interest include some reference t produ 
this matter in the committee report on FOA appropriations. Believe me, w pureh 
shall greatly appreciate any interest you take in our problem. the p 

Most sincerely yours, drop} 
G. P. Vincent, ' Ww! 

Director of Government Services. we & 

appr 

actio 

appr 
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S that } : 
lizers, § MENT OF MATHIESON CHEmMIcAL Corp., BALTIMORE, MpD., ON FERTILIZER 
naterials PROCUREMENT FOR OVERSEAS UsE RY FOREIGN OPERATIONS ADMINISTRATION 


, are of 
» the n 


eir prof contracts with United States Government agencies, foreign producers are 
World 


rious situation has existed for some time in FOA fertilizer procurement for 
use, which has become critical in recent months In bidding for fer- 
t exploe terested i selling fertilizer than in buving dollars Under these circum- 
i the price that is bid is of seeondary importance to ining the award. 
. "Thi ation, while difficult, was supportable as long as United States producers 
: 1S ible to operate at a high rate But now thet nitrogenous fertilizer producers 
erating well below capacity, the practice of foreign producers in preempting 
{ States Government markets has become critical 
e reasons for the current substantially lower rate of production in terms of 
.dily apparent. The industry has greatly increased its productive: 
ulatine United States at the request of the United States Government: 
i ee these plants began to come into production in the fall of 1953 and will continue 
l so during the rest of 1954. In addition, these plants are coming onstream 
ery time that the industry is encountering a materially softer demand 
- present industry and farm conditions 
is essential, therefore, for the economic and defense objectives of the United 
es Government that a healthy nitrogenous and phosphatic fertilizer industry 
reserved Chis need is made even more important by ODM’s recent nitroger 
expansion in the face of current conditions of long supply 
en if price competition between United States and foreign producers were 
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ta and a distressed situation were not imminent in an industry that has ex 


led greatly at the urging of the United States Government, United States 

jucers would still be entitled to an equal opportunity to bid successfully o1 

ted States Government procurement. The major causes of discrimination 

ler methods presently followed ere these 

While there are statutes on the lawbooks requiring that 50 percent of United 

tes purchases be carried overseas in United States bottoms at d these laws are 

enized in bid invitations, the Government, even when it calls for bids on a 

s. basis, evaluates the bids on the basis of land cost at destination. The result 

hat the bids of American producers are eveluated on the basis of the higher 
st of United States bottoms, and thus lose out to foreign bids even when our 

mestically produced material is equal or lower on af. o. b. or f. a. s. price. The 

‘tection that Congress intended for the United States merchant marine is, 
herefore, wholly nullified, since not only are the bids lost to United States pro- 
icers, but the transportation is lost to United States bottoms as well. The 
nited States merchant marine not only does not obtain 50 percent of the busi- 

s, but frequently none at all. 

It has seemed clear that in passing the 50-percent United States bottoms law 
he Congress intended that one-half of the shipments would require transporta 
Chair» tion eosts that were higher than could be obtained in the open world market in 

rder to make possible the use of the United States merchant marine. Yet by 
aluating bids on a landed-cost basis, this congressional mandate is completely 
‘ORP rcumvented 
112 7 It is, therefore, incumbent upon the procurement agencies to evaluate bids on 
f. a. s. basis. For only on the basis of such an evaluation is it possible (a) to 
btain a fair comparison of prices, exclusive of ocean freight, (b) to provide an 
pportunity for United States producers to obtain a portion of this business on 
| 2 truly competitive basis, and (ec) to provide an opportunity for our merchant 
1 thev | marine actually to participate in the carriage of fertilizer tonnage 

meet tes _ After evaluation of bids on a f. a. s. basis, shipment of material awarded to 
y held i: United States producers can be provided for in conformity with the law calling 
etfs ee for 50 percent in United States bottoms. This would be arranged for by the 
ns Adn appropriate agency and would in no way be a factor in the award of bid to any 
producer, United States or foreign. 

Figures furnished by the Department of Commerce show that United States- 
produced fertilizer has supplied less than 14 percent of the total United States 
purchases for foreign-aid programs in the years 1951, 1952, and 1953. Further, 
the percentage of purchases supplied by United States-produced fertilizer has 
INT dropped from over 31 percent in 1951 t ) less than 8 percent in 1953. 

: While additional shipping legislation is presently pending before the Congress, 
we are not suggesting that any such legislation be enacted in connection with the 
appropriation bills. We do believe, however, that immediate administrative 
action is necessary to rectify this extremely critical problem and suggest that by 
appropriate reference to the matter in their report, the committee could give 
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guidance to the FOA indicative of their views as to the proper method of hand 
this situation in fairness to all parties. In this connection, it is our suggest 
that the FOA could require that at least 50 percent of the fertilizer procurs 
the program be obtained from United States industry sources. 


MarTuHIEsSON CHEMICAL Co; 
By G. P. VINcEN1 


Mr. WixwuiaM ( R1, JR., 
The Dat on Chemical Corp Baltimo 2a Mad 



























































Dear Mr. Caspart: I greatly appreciate your letter of July 9, enclosing a 
of your statement for the House Appropriations Committee, relative 
purchase of fertilizer materials for shipment abroad 

During our committee hearings on the foreign-aid program, I shall be gla 





bring the views expressed in vour statement 
member 





to the attention of the comn 

















Sincere ve rs 


StYLes BripGEs, Chairma 














THe Davison CHemicaL Corp.., 
Ba famore §. Vd . July 9, 1945 














Hon. SryLteEs Bripai 











lnited States Se nate. Wash ngton, Db. ¢ 








My Dear Senator Bripvars: Attached hereto, I have taken the libert 
forwarding you copy of 








statement which I am sending Congressman John Tal 
chairman of the Subcommittee on House Appropriations for FOA. 

As we feel that FOA has been exceedingly unfair in its purchases of ferti! 
materials for shipmént abroad, we felt that you likewise might like to have so) 
of the facts in the Case 

Sincerely yours, 












































Wn. Caspar, Jr., 
General Sales Manager, Heavy Chemica 












STATEMENT OF Davison CHEmIcaL Co., Division or W. R. Grace & Co., Bat 
MORE, Mp., ON FERTILIZER PROCUREMENT FOR OveRSEAS Use By FoRE! 
OPERATIONS ADMINISTRATION 





















A serious situation has existed for some time in FOA fertilizer procurement fo: 
overseas use, which has become critical in recent months In bidding for fertilizer 
contracts with United States Government agencies, foreign producers are les 
interested in selling fertilizers than in buying dollars. Under these circumstances 
the price that is bid is of secondary importance to obtaining the award. 

This situation, while difficult, was supportable as long as United States pr 
ducers were able to operate at a high rate. But now that nitrogenous and phos 
phatic fertilizer producers are operating well below capacity, the practice 
foreign producers in preempting United States Government markets has becom 
critical 

The reasons for the current substantially lower rate of production in terms of 
capacity are readily apparent. The industry has gradually increased its pr 
duction capacity in the United States at the request of tne United States Goven 
ment; these plants began to come into production in the fall of 1953 and wi 
continue to do so during the rest of 1954. In addition, these plants are comi! 
onstream at the very time that the industry is encountering a materially soft: 
demand under present industry and farm conditions 

It is essential, therefore, for the economic and defense objectives of the Unite 
States Government that a healthy and nitrogenous and phosphatic fertilize 
industry is preserved. This need is made even more important by ODM 
recent nitrogen goal expansion in the face of current condition of long supply 

Even if price competition between United States and foreign producers was fai! 
and a distressed situation was not imminent in an industry that has expande 
greatly at the urging of the United States Government, United States producer: 
would still be entitled to an equal poportunity to bid successfully on United State 
Government procurement. The major causes of discrimination under methods 
presently followed are these: While there are statutes on the law books requiring 
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od of ha it 50 percent of United States purchases be carried overseas in United States 
our suggest t s and these laws are recognized in all invitations, the Government, even 
'r procur in it calls for bids on af. a. s. or f. o. b. stowed and trimmed at Government 
basis, evaluates the bids on the basis of landed cost at destination. The 
is that the bids of American producers are evaluated on the basis of the higher 
United States bottoms, and thus lose out to foreign bids even when our 
estically produced material is equal to or lower on a f. a. s. or f. 0. b. stowed 
trimmed at Government option price. The protection that Congress in- 
i for the United States merchant marine is, therefore, wholly nullified, since 
nly are the bids lost to United States producers, but the transportation is 
to United States bottoms as well. The United States merchant marine not 
joes not obtain 50 percent of the business, but frequently none at all. 
as seemed clear that in passing the 50 percent United States bottoms law the 
neress intended that one-half of the shipments would require transportation 
that were higher than could be obtained in the open world market in order 
ike possible the use of the United States merchant marine. Yet by evaluating 
n a landed cost basis, this congressional mandate is completely circumvented. 
therefore, incumbent upon the procurement agencies to evaluate bids 
a. s. or f. o. b. stowed and trimmed at Government option basis. For only 
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basis of such an evaluation is it possible (a) to obtain a fair comparison of 
exclusive of ocean freight, 5) to pro ide an opportunity for United States 
ers to obtain a portion of this business on a truly competitive basis, and 
provide an opportunity for our merchant marine actually to participate i 

irriage of fertilizer tonnage 
er evaluation of bids on af. a. s. or f. o. b. stowed and trimmed at Govern 
option basis, shipment of material awarded to United States producers 
le libert in be provided for in conformity with the law calling for 50 percent in United 
John Ta s bottoms his would be arranged for by the appropriate agency and would 
vay be a factor in the award of bids to any producer, United States or foreign 
of fert res furnished bv the Department of Commerce show that United States- 
» have « ed fertilizer has supplied less than 14 percent of the total United States 
ases for foreign-aid programs in the vears 1951, 1952 and 1953 Further, 
ercentage of purchases supplied by United States-produce fertilizer has 
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hemica While additional shipping legislation is presently pending before the Congress, 
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suggesting that anv such legislation be enacted in connection wit! 
Co., Bar priation bills We do believe, however, that immeciate administrat 
Y For; is necessary to rectify this extremely critical program 21 d suggest that by 
priate reference to the matter in their report, the committee could ive 
ince to the FOA indicative of their views as to the proper method of handling 
irement tuation in fairness to all parties In this connection, it is 
or tertil the FOA could require that at least 50 percent of the f 
rs are | e program be obtained from United States industry sources 
umstar . . . 
Senator Dirksen. If there is nothing further at this time, we will 
States pr djourn until tomorrow morning at 10 o’clock 
and ph Thereupon, at 5:05 p. m., Wednesday, July 21, 1954, the committee 


ractice arg ssed to reconvene at 10 a. m.. Thursday, July 2a, 1954.) 
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THURSDAY, JULY 22, 1954 


Unirep STaTEs SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Wash ington, D C. 
[he committee met, pursuant to recess, at 10 a. m., in room F-—37, 
Capitol, Hon. Styles Bridges (chairman), presiding 
Present: Chairman Bridges, Senators Dirksen, Dworshak, Hayden, 
d Chavez. 


IGN OPERATIONS ADMINISTRATION AND DEPARTMENT OF DEFENSE 


STATEMENTS OF HENRY F. HOLLAND, ASSISTANT SECRETARY OF 
STATE; EDWARD G. CALE, DIRECTOR, OFFICE OF REGIONAL 
AMERICAN AFFAIRS, DEPARTMENT OF STATE; MARION N. 
HARDESTY, REGIONAL DIRECTOR FOR LATIN AMERICA (INSTI- 
TUTE OF INTER-AMERICAN AFFAIRS), FOREIGN OPERATIONS 
ADMINISTRATION; AND WILLFRED MAUCK, DIRECTOR, EAST 
COAST DIVISION; HARRY YOE, DIRECTOR, WEST COAST DIVI- 
SION; IRVING MCNAYR, ACTING DIRECTOR, CENTRAL DIVI- 
SION; DONALD R. LAIDIG, ACTING DIRECTOR, NORTHERN 
DIVISION; AND JOHN BURNETT, OFFICE OF THE GENERAL 
COUNSEL; AND JOHN C. FLOYD, CHIEF, PROGRAM STAFF FOR 
LATIN AMERICA 


MILITARY ASSISTANCE TO LATIN AMERICA 


Senator DirkKsEN (temporarily presiding). The committee will come 
to order. 

For the record, we will note the appearance of Mr. Holland and Mr. 
Hardesty, and the group with Mr. Hardesty. 

Mr. Harpesty. Assistant Secretary Holland has a preliminary 
statement that he would like to make. i 

Senator Dirksen. I thought that we would have Mr. Holland make 
a statement, and by way of predicate I might indicate that for mili- 
tary assistance in Latin America for fiscal 1955, there is programed 
$13 million, as a rounded figure; and $9 million for economic aid, 
better known as development assistance; and $25 million for technical 
cooperation. That latter item seems to include items for the Institute 
of Inter-American Affairs. 

[t would appear that nearly every one of the Latin American Re- 
publies is in this picture. 

So, Mr. Holland, before we get around to details, I wonder if you 
would undertake to give us a statement of your own on the general 
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conditions and the general objectives and purposes, so that w 
have at once a rounded and also a succinct record of what thi 
poses of this money are. 


PREPARED STATEMENT 


Mr. HoLtuanp. Senator Dirksen, I have a statement which. \y 


your permission, I will include in the record, and summarize brief 
verbally. 

Senator Dirksen. That will be very well. Without objection 
statement will be inserted in the record 

The statement referred to follows:) 


STATEMENT RY ANT SECRETARY OF STATE Henry F, HOLLAND IN Si 


F THE Mutat Si RITy PrRoGRAM FOR LatTIN AMERICA FOR Fiscal 


reciate thi ortuni ) appear before the Committee on Approp1 
Senate i ip f the mutual security program for Latin Amer 
vear 1955 

The program for Latin America totals $47 million and is composed of four 


With the approval of the committee, I 


} pian to indicate for each of the four 
f the progran general natu f * the 


t main reasons why the Departn 
ate s ippor 
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PECHNICAL COOPERATION PROGRAM 


alf million is re sted for fiscal vear 1955 
program is te rate with Latin American 
Ing how, with the aid of n 


+} 


e resources available 


» the resources to support a 
enjo Most of the fund 
into the development of 

their own savings vi uld be impossible for the | 
‘conomic and social development of the underdeye 
resources at our disposal eithe! 

equipment, or the trained personnel—required for s 


a position, however, to carr out on @& cooperative 
cal fields which can be expanded through the eff 
at the expense of the h yuntries and which can make a substantial 

ribution to their development 

The basie goal of the technical cooperation program, as is our basic econo! 
goal in Latin America, is to make our contribution to the establishment in eac! 
of the Latin American countries of a stronger, self-reliant and durable nationa 
economy 

I should like to emphasize that in our cooperation with the Latin America 
countries, we should always bear in mind that it is their resources on which their 
economic development and prosperity must very largely rest. It is also their 
responsibility to determine just how their resources will be utilized. 

The Department of State supports the technical cooperation program princi- 
pally because we believe it is economically profitable to the United States to assist 
in the economic progress and stability in Latin America, in the manner and to th 
extent provided for in the program. Strong and prosperous Latin Americar 
countries encourage mutually advantageous two-way trade between Latin America 
and the United States. As a part of this improved trade relationship, we obtair 
additional raw materials needed for our civilian and defense industries. Th 
Latin American countries obtain additional consumer goods for their people a: 
capital equipment and supplies which are essential to the success of their econo! 
development programs. Our economy becomes stronger and more dynamic 
as does theirs Technical cooperation is therefore good business. 

The program can, moreover, be brought to bear in such a way as to lead to a 
improved utilization of Latin American resources that are a great many times as 
large as the amount spent in technical cooperation and in this manner can 
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» that w " \t impetus to the economic improvement of the area. ‘Through our cooperation 
what th ») the Latin American countries in demonstrating on a limited scale how modern 
logy can be applied, our Latin American neighbors become able, if they so 
to utilize new techniques on a much wider scale. Thus, the program 
latively inexpensive way under which we can assist our Latin American 
ors to exploit their existing assets more efficiently 
e program also has a number of secondary results which are beneficial. 
which include the following: 
marize | As the Latin American countries become stronger economically, they become 
r able to resist communism 
) The economic cooperation involved in the program is the basis for increased 
jectior peration in virtually all other fields 
The program creates greater goodwill toward the United States or 
f the people who can understand and appreciate the extent to which the 
rial welfare is improved, with our cooperation, as a result of the progran 


TRIBUTION TO TECHNICAL COOPERATION PROGRAM OF THE ORGANIZATION OF 
AMERICAN STATES 


million five hundred thousand dollars is requested for 1955. 
s program is largely limited to the establishment and support of regional 
ng centers to which all participating governments may send persons for 
ical education. It thus offers an opportunity for technicians and leaders 
m the American republics to meet together for technical training and at the 
ne time exchange information on problems common to the countries repre- 
ted. Training projects are limited to fields in which present facilities in 
itin America are inadequate or nonexistent, and care is exercised to assure that 
eects do not duplicate activities of the United States or U. N. technical assist- 
e programs At the present time the program includes seven projects giving 
struction in the following subjects: Economie and financial statistics, housing, 
raining of teachers for rural normal schools, evaluation of natural resources, 
welfare, improvement of agricultural methods and rural life, and animal 
shandry. The purpose of the program is to help the Latin American countries 
train technicians in the fields indicated so that the technicians, in turn, may be 
nstruments through which economic productivity in Latin America may be in- 
reased through improved technology Although relatively very modest in terms 
f cash outlay, the program is especially important in that it provides an oppor- 
itv for all the American republics to participate, using their own funds, in a 
cooperative hemisphere effort to improve their economic life. Apart from its 
economie objectives, the program promotes cooperation and understanding among 
the other American republics. It is, furthermore, a means through which those 
f the Latin American countries more advanced economically may assist their 
ghbors. 
Our principal reason for supporting this program is that it is a priority activity 
the Organization of American States the support of which is an important 


sic eco! aspect of United States policy toward Latin America. The Tenth Inter-American 
ment ir Conference held in March declared that ‘‘This program is one of the most im- 
able nat portant activities of the Organization of American States, and represents a firm 

and unmistakable expression of the principle of cooperative effort among the mem- 
in Americ: ber states.” Dr. Milton Eisenhower, in his report on United States-Latin 
1 which their American relations, recommended that “particularly should we continue to support 
is also thei the work of the Inter-American Economic and Social Council and to encourage 

that Organization to expand its successful multilateral technical cooperation 
gram pr program among the nations of this hemisphere.’’ Our support of the program 
ates to assis s in full conformity with the concurrent resolution adopted by the United States 
rand to the Congress on June 29, 1954, declaring that the United States should reaffirm its 
n Americar support of the Caracas Declaration of Solidarity of March 28, 1954, and that the 
tin America United States should take all necessary and proper steps to support the Organiza- 


D, we obtail tion of American States in taking appropriate action to prevent any interference 
stries rt by the international Communist movement in the affairs of the states of the 
' people Western Hemisphere. 
ir econo The request for a United States contribution of $1.5 million in 1955 represents 
vnamic an increase of $0.5 million over the amount available for United States pledges 
1954 and in previous years. This increase seems clearly justified on the basis 
» lead to a f the demonstrated success of the program to date, the backlog of desirable 
nv time projects which cannot be initiated due to lack of funds, and our desire to stimulate 
er car further increased contributions by other member governments 
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3. DEVELOPMENT ASSISTANCE 


Nine million dollars is requested for fiscal year 1955. 

The program is in addition to the regular technical assistance progran 
is carried out in Bolivia. Its purpose is to enable Bolivia to obtain the food « 
plies needed to assure that minimum food requirements will be met and ti eg 
to diversify its economy so that its dependence on tin may be reduced. Of ; 
$9 million requested, $5 million will be utilized for the purchase of foodstuffs 
the United States and the remaining $4 million to provide agricultural mac! 
and ecuipment to be utilized in connection with Bolivia’s program of agricult 
diversification. The foodstuffs which we are shipping will be used to meet 
threat of hunger and to avert possible starvation. The counterpart funds 
erated by the food shipments will be used to further Polivia’s agricultural « 
sion and economic diversification program. That program, in order to be s 
ful, must include the $4 million worth of agricultural equipment and supplies | 
financed. Unless the program succeeds, Bolivia will continue to be deper 
upon imported foods which it cannot obtain with its present foreign exc! 
receipts, given the present low income from Bolivian exports. 

The program arose from an emergency situation which resulted largel, 
the very drastic decline in the price of tin during 1953. It was begun in Ne 
ber 1953. Bolivia imports about 50 percent of its basic food requirements and 
was unable, with its reduced income from tin, to purchase the food needed tx 
its people, especially in the cities. 

The aid given Bolivia under this program has helped and continues to 
avoid hunger and chaos. This is the principal reason why the Department 
ported the program initially and why the Department continues to considey 
essential. 

The program has had another important result. It has helped to strengt} 
the position of moderate elements within Bolivia. The Bolivian Government nov 
in power accepted Communist collaboration when it seized power in April 1952 
It has, however, become increasingly hostile to communism and is now a 
communistic. I might point out that at the Tenth Inter-American Conferen: 
Bolivia supported the United States position with respect to the anti-Communi 
resultion. In a speech during the conference, the Bolivian Foreign Minister said 
“Bolivia agrees that international communism constitutes an intervention in th 
affairs of America, and that one of its characteristics consists of an endeavor 
distort for its own ends the genuinelv progressive political and social movements 
of the hemisphere.”’ In a press interview upon his return to La Paz. the For 
Minister said, ‘‘Bolivia is in complete accord with the statement that we will 1 
tolerate Communist intervention, direct or indirect, on the American Continent 
In extemporaneous speeches to labor audiences on February 16 and 23, 1954 
President Paz of Bolivia vigorously attacked communism. On February 16 
after setting forth the Government’s program, he accused the Communists of 
obstructing its achievement, since they realized that “a prosperous people v 
enjoy a good standard of living do not offer a fertile ground for communisn 
In short, I am sure that the Bolivian program has been of great assistancé 
maintaining economic and political stability in Bolivia and in helping the Boliviar 
Government to counteract Communist pressure and that it should be continu: 


4. MUTUAL DEFENSE ASSISTANCE PROGRAM 


Thirteen million dollars is requested for fiscal year 1955. 
This program has very limited and specific objectives. In time of war w 
would rely heavily on Latin American raw materials to maintain our economy i: 
full production, and the Latin Americans would in turn rely on us for imports 
which they require to maintain the stability of their economies. The maintenance 
of this vital trade in time of war will be dependent on protection of the inter- 
American sea and air routes of communication and certain strategic installations 
The purpose of this program, then, is to provide Latin American countries wit! 
the type of equipment and training they will need in order to assume a part of t! 
burden of safeguarding such lines of communication and installations 
Equipment, and training in use of the equipment, which the United States 
supplies to Latin American countries under the program are supplied in accordance: 
with bilateral military agreements. Such agreements have already been conclud: 
with 10 participating countries: Brazil, Chile, Colombia, Cuba, Dominican 
Republic, Ecuador, Honduras, Nicaragua, Peru, and Uruguay. These agreements 
come within the framework of the Inter-American Treaty of Reciprocal Assistance 
which established the principle that an attack upon one party to the treaty consti- 
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in attack upon all. The agreements are also in furtherance of the resolution 
r-American military cooperation adopted at the fourth meeting of Consulta- 
Ministers of Foreign Affairs which urged the American Republics to orient 
ilitary preparation toward the common defense of the hemisphere, rather 
to confine it to the defense of their individual countries. 
State Department supports this program because it is a means by which 


progran 
n the fo, 
t and te 


luced Of, D : 
f foodst ier American Republics share in the responsibility for discharging certain 


the defense of the hemisphere, a responsibility which we would undoubtedly 
of agric assume, in full, in the absence of the program and which we did assume 
a ear. the Second World War. Another important reason for our support is th: 
rt fund rogram is @ means of encouraging greater cooperation in the military 1 
altura! ox, all of the American Republics ' 

to be :ddition, with about $100 million already having been invested in the pro- 
supplic Iam confident that it would be economically sound to invest the additional 
he dep. llion in it so that the equipment and supplies which will be pure! ast d under 
jen ex, riations already made may be adequately maintained and that the armed 


iral mac 


of the participating Latin American countries may receive adequate training 
large] use. 

in in Ni ECONOMIC POLICY IN LATIN AMERICA 

irement 

eeded to fey Mr. Hottanp. In order to summarize it, I could say these things. 
as Our economic policy in Latin America I conceive to be to make an 
artment ve contribution to the establishment in each of the Latin Ameri- 
’ consider jt countries of a strong and self-reliant national economy. The 
pose behind that policy is not solely altrustic, but it is rather the 


O strer . 7 ° . —- 
wemg that we realize that our own national interests are served if there 


rnment ; 


April 19 exists in each of those countries a strong and a self-reliant national 


S Now a onomy. 
Poa n We cannot, obviously, finance or support such economies in each of 
coo Latin American countries. The major burden of the accomplish- 
ntion in th. nt of that goal, just as is the major credit for the very substantial 
ndeavo1 omplishments thus far, must be theirs The major part of the 
the Fee ipital necessary for the economic development must come from pri- 
pps dem vate sources, and most of that from sources within their countries. 
‘hat has been the case in terms of 90 percent and 10 percent, i. e., 
23, 1954 east 90 percent of the funds that have gone into economic develop- 
bruary ent in the Latin American countries in recent years have come from 
ae heir own savings. 
amaniar If it be true that most of the effort and most of the capital and most 
sistance: f the resources must be theirs, then surely a most effective contribu- 
e Boliy tion from us would be one that would help them use to maximum 
_e efficiency the really massive resources that exist in those countries, 
nd that can be exploited to produce a strong national economy 
‘hat, we conceive, is the major purpose of the bilateral and the multi- 
ys lateral technical assistance programs W hich comprise the first 2 of the 
aliens { segments into which this FOA program is divided. 
r imports The $23.5 million which is requested for the bilateral program would 
intenar f § provide our share of funds, which are equally or more than equally 
ee peter matched by the Latin American countries, to establish teams and 
ries wit programs which assist the Latin American countries in better and 
art of t more effective utilization of specific resources, either in terms of human 
bodies or agricultural resources, or other of the innumerable characters 


oo of resources that go to make up a national economy. 

{ re 7 

onclud 

minicar EFFECTIVENESS OF PROGRAM 

"eement 

sistance We feel that that program has been very effective thus far; that it 


y consti has substantially progressed toward the achievement of the goal of 
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Our economic policy as I have defined it. 
without reservation. 


The much smaller but, in iy Opinion, very important multilater, 


We recommend it to vO 


program which is conducted by the Organization of American States 
and for which $1.5 million are requested, has for its principal Purpos 
the training of technicians who can in turn participate effective), 
bringing improved techniques to bear in the utilization of [a 
American resources in much the same way as does the bilateral p; 
gram which we have described. 


That is a very useful purpose. Tha 
is consistent with the basic policy of founding strong economies 
principally on existing resources and capital existing within thos 
countries, 

Senator HaypEN. Does that training consist largely in bringin, 
individuals from those countries to the United States for a time? 

Mr. Hottann. Under the multilateral program the training tal 
place in Latin American institutions in Latin America. Unde: 
bilateral program traiming takes place both in the United States an 
in Latin America bringing some of them to the United States fo, 
time, and also training some of them in the field. 

This multilateral] program has another feature which l conside 
most important. It is that it is a program wherein the Latin America; 
countries help each other, It is a program conducted by the entir, 
family, and in which a Brazilian may be assisting a Colombian 
learning better methods of developing the assets of Colombia. | 
conceive that that is a very effective. productive, sane, and wholeson, 
feature of this program. 


DEVELOPMENT ASSIST ANCE PROGRAM 


The development assistance feature of this bill, which comprises 
$9 million, and which is destined exclusively for Bolivia, is the only 


grant aid of its type that is contemplated. It has for its purpose thi 
support of that people through the crisis out of which we hope thi y 
are emerging, and which was precipitated by the tremendous loss to 
them of foreign exchange that was caused by a worldwide reduction 
in tin prices. That brought about near chaos, and near starvation 
In some parts of that country. 

Because of the work that has been done on that program thus fa1 
and other factors to which that people and that Government. and 
our people and our Government. have contributed, it has been possible 
to forestall political and economic chaos in that country, and possib| 
starvation. 

Discussion off the record.) 

ASSISTANC] AT CARACAS CONFERENCE 

[ point to the strong assistance that Secretary Dulles and th 
United States delegation received from the Foreign Minister and the 
delegation from Bolivia at the Caracas Conference. 

Senator Haypen. Does that aid consist of highway construction 
to any extent? 

Mr. Houuanp. Senator. that consists of these items: Of the $9 
million, $5 million will be used for the purchase of foodstuffs in the 
United States, and $4 million for agricultural equipment and ma- 
chinery to bring up their domestic agricultural production so that 
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nd it te ’ an feed themselves more and rely less on imported foodstuffs, 
has been the curse of that economy 

multilat, 

1CAN States NATURAL RESOURCES 

pal purp: 

fective] enator Haypen. I have been told that lack of communications 

n of | that country were a great handicap. | understand they have 

lateral ; erful natural resources, but could not get at them 

Th fy. Houuann. You are correct. There are vast agriculturally 


s0Se 
ictive areas LO which access is not had by the consuming sectors 


CCONOM irc 
rithin thes he population, and we are assisting them in the extension 
system from their centers of agricultural consumption to the 
tially productive areas from which would come the foodstuffs 


of a 


Th brine 
. time? they can raise to feed themselves 
ining Senator Haypen. | have been told further that there are public 
Unde1 nds in that area that, with a little assistance, could be developed 
States a ich as we did our public lands under the homestead law, and that a 
tates | liey of that kind could be carried out and that it would do a great 
al toward removing unrest among the people who are now engaged 
| cons agriculture 
1 America) They feel that they serve as tenants for someone else, whereas if 
the entir hey had land of their own, they would be much more contented 
ombian \{r. HoLLAND. That is correct, and while I would like to talk about 
lombia, | hat, Mr. Hardesty is better informed, and I will let him have that 
wholesom all when his turn comes, if that is satisfactory to you 
Senator Haypen. I will be glad to hear from him in due time 


MUTUAL DEFENSE ASSISTANCE PROGRAM 


compris \ir. Hottann. Thank you, sir. 
s the only Passing to the last of the four sectors of this bill, which is the mutual 
urpose t] fense assistance program, for which $13 million was requested for 
hope they \ilitary purposes, that, in the opinion of the Department of State, is 
us loss to most constructive feature of this appropriation, in that that money 
reduction il be used, as has the money appropriated under similar appropria- 
starvation ons in the past, to place in effect a hemispheric program for the 
iilitary defense of our hemisphere. _ It is entirely sound, both from 
| political and an economic and a military standpoint, and in a moral 
nent, an nse. that should the occasion arise for the defense, in a military way, 
N possibl; { this hemisphere in the future, we should all participate and share, 
d possibl: weording to our respective capacities, in that program. 

This appropriation helps implementation of such a hemispheric 

efense program in which all of the American states would participate 

accordance with their capacities 


1 thus far 


COMMUNIST INFILTRATION 


and tl 
Senator Haypen. Could we ask, Mr. Chairman, about Communist 


r and the 
filtration into South America, particularly what they have done in 
struction nducing Latin Americans to go to Russia to become indoctrinated? 
Discussion off the record.) 
f the $9 Mr. Houuanp. I would like to address myself to this aspect of your 
ffs in the question, if | may. I have wondered why it is that with no technical 


and ma assistance programs, and with no Export-Import Bank loans, and with 
very little trade with Latin America, Russia has nevertheless been able 


1 so that 
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annually to increase the number of Communists in that portion 
hemisphere 

When you see a man succeeding at any task, it is sound to obsery, 
his methods, and if possible emulate those that are productiy: 
believe that in one particular area, the Russians are outworking 
That is in the area of exchange of persons. 

We would be shortsighted, Senator, if we failed to see that a 
leader is a man who perhaps individually exerts limited influence | 
the population of his country, the entire population, and yet neverth, 
less in the aggregate he controls the opinion of the labor movem, 
his country. 

An individual professor may exert only limited geographic influ 
in his country, and yet in the aggregate he controls the thinking o{ rth 
young pe ople of that age of his countr y. 

The same is true of leaders in teachers’ unions, and journalists, and 
radio people. All of them are perhaps, as persons, small persons wit! 
limited influence, but in the aggregate they are the public thinking of 
their people. 

The Russians recognize this, and although it costs them mon 
money to take a man behind the Iron Curtain, they take many mor 
behind the Iron Curtain than we bring here; and our intellige: 
efforts have demonstrated that, by and large, those people upon their 
return to this hemisphere are receptive to further Communist indo 
trination, and frequently demonstrate themselves to be workers for 
communism in this hemisphere. 

Because what is true in one case is usually true in another, ¢] 
people that we bring up bere in order that they may see a fre 


nation in operation, go back partisans of freedom and workers for 
freedom, and influence the thinking of people around them to follow 
channels that are anti-Communist and for freedom. 

Now if that be true, and I firmly believe it is true, 
shortsighted if we for any reason permit the Russians to outwork 
in an effective method of winning this cold war that is going on 
increasing heat throughout the world. 


then we ar 


ACTIVITY OF LABOR LEADERS 


Let me point this out to you: I was stunned to find that last year 
100 labor leaders went behind the Iron Curtain from Chile, and 25 
labor leaders came to the United States from Latin America. I was 
equally surprised to find that last year 60 leaders of all characters 
went behind the Iron Curtain from Guatemala, and 12 came here. 

I was surprised to find that when the Arevalo government in 
Guatemala began the trend that culminated in the Communist 
Arbenz government, which happily fell within recent weeks, at that 
time there was hardly one person in Guatemala who could have been 
classified as a leader in his country and who had been behind the Iron 
Curtain. At the time that the Arbenz government fell, there was 
hardly one single governmental leader in any field who had not beer 
afforded the opportunity to receive training § and indoctrination behind 
the [ron Curtain. 

That is how it works for our enemy. Let me point to this instance, 
which I think is most significant, the reverse of the thing. 

In Bolivia, both the President and the Foreign Minister, who truly 
have been through a sort of a trial by fire in faci ‘ing and resisting the 
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ms that beset that people, and resisting the Communist 
pts to encroach upon their people—the President and the 
mn Minister were both people who had come to the United 
on an exchange-of-persons program. I saw the Foreign Min- 
yperate in Caracas, and he is a man of courage and forthright 
stance to communism. 
erefore, I say that there is no aspect of our effort to fight com- 
3m that is any more important than an enlightened and effective 
am for the exchange of persons. 


SITUATION IN URUGUAY 


Senator Dirksen. Uruguay is reasonably stable insofar as I could 
rmine. 
Mr. HoLtuanp. I consider it so, Senator; yes, sir. They have a 
oblem, as we all do—we have our centers of infection, and we 
ot ignore them. But I believe they are reasonably stable with 
spect to communism. 
Senator Dirksen. And the resources and the degree of poverty? 
Mr. Hotnanp. Yes. 
Senator Cuavez. Is it not so that in Uruguay their local Congress 
passed a resolution condemning the attitude of the United States in 
(Guatemala matter? 
Mr. Hotuanp. That is true, but I do not believe that that can be 
sively attributed to communism, because, as you know, the 
mmunists are past masters at inciting anybody who is going against 
he United States. 
Senator Cuavez. And also in Chile 
Mr. Hotuanp. That is true. The Senate there adopted a resolution 
dherence to the persecuted Guatemalans in the course of ther 
fe there 
Senator Cuavez. I feel like you do, Mr. Secretary, and I think that 
ught to fight, and I do not believe we are doing enough. 
What does the State Department, your department that handles 
‘ Latin American affairs—what suggestion would you make that 
vould overcome that terrific numerical influence from behind the Iron 
tain? 


STATE DEPARTMENT EXCHANGE-OF-PERSONS PROGRAM 


Mr. Hottanp. We have in the Department of State an exchange- 

persons program. 

Senator Cuavez. It is limited, though. 

Mr. Hotianp. Yes; and the Bureau of the Budget—and I am not 
ere to testify on this, and I hope that it is all right. I am not an old 
ind at Government operations, and I am completing my fourth 
month here. But you have asked me a question and | will answer it. 
We have a limited program for exchange of persons under which, 
balancing i 000 people who went behind the Iron Curtain last year 
from Latin America, we brought up last year 221. 

lhe Bureau of the Budget is, I believe, forwarding to this committee 

supplemental appropriation item which will enable us to double 

that program this year. I think that that is an exceedingly effective 
move in this direction. 
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Senator Cuavez. Do you recall how many went 
people, behind the Iron Curtain? 

Mr. Houuanp. Senator, last year, as I said a moment ago, || 
compared to 25 that came from all of Latin America to the | Nite 
States. 

Senator Cuavez, Mr. Chairman, the Department of Labor so; 
/ or 8 months ago brought in some Chilean labor from all] ove! 
copper area, and we only had about 8 or 9 of them. I know, beraye 
[ had my picture taken with them over here in front of the Capity 
That is compared to the 100 that possibly went 

Mr. Houiuann. That is right. 

I have talked more than | should have, but ] 
before | stop 


from Chile lah 


to the other sid, 
would like LO Sa 


COMMUNIST PROBLEM IN GI ATEMALA 


Although I have been in this position but a short while. Senator, | 
have been required, because of circumstances familiar to all of us, j 
devote a great majority of my time to the Communist problem. 
ticularly in Guatemala. since [ have been in this position. That ha: 
created in me a profound concern regarding the Communist problen 
in this hemisphere. . 

We cannot let anything, even remotely approaching the Situatio; 
in Guatemala, oceur again in this hemisphere. It is not sufficient | 
say that we will try hard. The minimum that we can Say is that 
cannot let it occur again. 

Therefore, I say, and with all of the sincerity that I can must, 
that those things which are effective to resist and eliminate comm, 
nism from this hemisphere are essential things for this Government 


W 
i} 


COUNTRIES EXCLI DED FROM PROGRAM 


Senator DirKsEN, Can we take a moment first with General Stewar 
to finish this military assistance item? I do not think it will tak 
very long. 

General, I see that there is $13 million for Latin American countries 
but without having to go into these modest amounts—because they 
are $200,000 and $300,000 items— [ see there is nothing, however 
for Bolivia or Costa Rica, or Guatemala. or Haiti, or Mexico. 0 
Panama, or Paraguay, or Venezuela. 

Was there no request for some military assistance, or as & matter 
of policy was it not included in here on the ground that they do not 
need it? 

General Stewart. Those countries that are excluded from this 
program, sir, are excluded because they did not care to enter into a 
bilateral agreement. I am not aware of any country that we purposely 
excluded. 


COUNTRIES UTILIZING PROGRAM 


We do have military programs, just to run down the list, in Brazi] 
Chile, Colombia, Cuba. Dominican Republic, Ecuador. Honduras, 
Nicaragua, Peru, and Uruguay. They are modest programs, and 
intended to provide some military equipment for specific units, and 
these units in turn having been designated a specific job in the plan 
for the defense of the Western Hemisphere. 


Par- 
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Through the use of Latin American people in filling these assign- 
ents, there would be a saving of United States manpower in the event 
war involving the Western Hemisphere. They would guard the 
‘oaches to the Panama Canal, and the lines of communication for 
materials, particularly petroleum, to this country. 
ese forces of all three services, army, navy, and air force, have a 
te role in carrving out these assignments. 


DETERMINATION OF FUNDS 


Senator DirKsEN. Question No. 1, General Stewart, I think would 
this: Are these amounts predicated on the requests that these 
ies made, with whom we have this treaty, or does our military 
ssion make a determination of about what they need, and what they 
support, and make the allocation accordingly? 
General Srewart. The request is generated in a little different way, 
nator. The Joint Chiefs of Staff make a recommendation to the 
tary of Defense as to what forces in these countries we should 
These are not all of their forces by any manner of means; 
are specifically designated units. Most of them are battalion 


en our mission, or our MAAG—and we have a combination of 
two in this part of the world—determines as they would in any 
her country, what these people need to equip the unit that has been 
ermined upon. 
Senator Dirksen. So our Joint Chiefs make a determination? 
General Stewart. As to the forces involved, ves. And the mission 
the MAAG, then decides what the country now has, and we make 
a deficiency list to meet its requirements 
Senator Dirksen. This is not just some detached thing sitting off 
self, but it is a part of an overall hemispheric concept 
General Srewarr. Yes, sir 
PURCHASES FROM THE UNITED STATES 
Senator Dirksen. Now, No. 2: In addition to what is provided 
are they in a position to buy and are they permitted to buy from 
and do they buy additional equipment and weapons from us? 
General Srewart. They are permitted to buy military equipment 
om us, and we have in the new fiscal year 1955 legislation, as you 
now, a provision for liberalizing the terms. I can give you an indica- 
of the size of the purchases that have already been made 
Senator Dirksen. Just mention 1 or 2, General Stewart, briefly. 
General Stewart. Argentina has purchased a considerable amount 
f equipment, as have Bolivia, Brazil, Colombia, the Dominican 
ublic, and so on down the line. 
hey would buy a great deal more from us if we could give more 
beral terms. European countries are offering them terms, | am 
nformed, that extend over as long as 10 years, and include barter 
rrangements. Our terms have been cash on the barrelhead before 
lelivery 
We have asked in this bill for liberalization of that, in order that they 
in do more business with us. They prefer to buy our equipment, by 


D 
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and large. It makes it easier to maintain and it fits in with the equip. > ve 
ment that they already have. Genera 
I think that it would be very important and very fruitful if we cq where We ¢ 


e 
get a liberalization of these terms. Che inf 


PURCHASES FROM IRON CURTAIN COUNTRIES rer 
Senator Dirksen. If this is a fair question—and you can ans 

either on or off the record—in addition to the alleged purchase of 

by Guatemala from either the Soviet Union or a red satellite. 

there been any other purchases down there from iron-curtain countries 
General Stewart. I do not know, sir. 


LATIN AMERICAN MISSIONS 


Senator Dirksen. Now, General Stewart, I have one other qu 
tion. Do we have a mission in everyone of these countries to who 
this military assistance goes? 

General Srewarr. Yes, sir, we do; we either have a mission | 
a MAAG. There is a difference. For about 30 years, and base 
the authority of a law passed by the Congress, we have had missions 
in most of the Latin American countries. 

This was long before the military aid program started.  Thes: 
were training missions that were sent down there to give assistance 
in training these countries. They were paid for and today are p: 
for by the countries involved 

Now, we are using some of these missions to serve as milita 
assistance advisers, but we are, in compliance with certain parts 
of the law, adding MAAG’s in certain countries. Generally, thes 
MAAG’s consist of a very limited number of people. Then they a: 
backed up by the other people who have been there all of the 
in the training mission. In this way we are able to keep the MAA( 
group very small 

Now, your question was: Do we have a mission in every count 
And my only hesitancy is the word “all.””. There may be a count: 
Central America where we do not have one. I do have, howev: 
list of those we have 

Senator Dirksen. The purpose of the question, General Stew: 
was this: First, if it were that we did have a mission in every on 


K. 
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for the LC 
showing 
of thing; 
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Senat 

You s 
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: , : Gener 
these countries, whether all three arms of the service were represen ti 


on the mission, what its size was, and whether or not there was son 
possibility of econe my W herefore a mission could be reduced, consonant 
of course, with gearing them into our general strategy for this hen 
phere. 

General Stewart. I can give you the answer to that country by 
country. s or te method 

Senator Dirksen. Well, is it classified? Gene 

General Stewart. No, sir, it is not. like to 

Senator Dirksen. Why not insert it in the record, in as brief a forn Venezu 
as you can, then | think it will serve our purpose. plan. 

I think it would be well to know how many people we do have in Sena 
South America and Central America on these various missions. But thousal 
it will serve the purpose well enough, I think, if it is just inserted. Atlanti 

General Srewarr. All right, sir. I have a list of all of the missions 
and the strength of them, which I could insert in the record. 
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senator Dirksun. Very well. 
General Stewart. Aud I could tell you, if you care for me to do-so, 
where We are using mission people and where we are not. 
[he information referred to follows:) 


ity for assistance and United States pe rsonnel in Latin American missions 
and MAAG’s (as of Mar. SI, 1954) 


Eligibility Personnel 


MAAG 


MK KKH KAKA MMMM 


DOMINICAN REPUBLIC 


Senator Dirksen. I do not see any particular reason in particular- 
izing what these items cover. For instance, there is a small amount 
r the Dominican Republic. Now, we could clutter the record up by 
wing whether they were machineguns or ammunition, or that sort 
thing’! yut the record here before us speaks for itself pretty well, and 
I o not think it needs to be belabored in detail, unless other members 
the committee have any questions on it. 
Senator CHavez. | have just two short questions, General. 
You stated that the idea behind the program is to try to protect 
resources that we night nee xd in case of emergency 
General Srewart. Yes, si 


VENEZUELA 


Senator CHAvez. I notice in Venezuela we get lots of oil from Vene- 
zuela and we get lots of iron from Venezuela. Why was Venezuela 
left out? Because she could not agree with the gentlemen as to the 
method of proceeding? 

General Srewartr. The answer as to why she was left out, I] would 
like to defer to the State Department. But the approaches to 
Venezuela and the shipping lanes are protected by the overall military 
plan. 

Senator Cuavez. But you have shipping of iron ore to Philadelphia, 
thousands of tons of iron ore, and they are shipping a lot of oil to the 

\tlantiec refineries, from Venezuela. 
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Do you not think that it won 


ild be advisable to at least have SOMe Senate 
kind of protection within a country like Venezuela? ‘dea? 

Mr. Houianp. Senator, Venezuela has thus far, at least. preferre, ~ Gener: 

to pay cash for its military equipment and has bought substantia] million. 
amounts from friendly countries in Europe. Senate 
(Discussion off the record. ) prior apy 
~ Gener: 

UNDISTRIBUTED BY COUNTRY $62.5 mi 


Senator Dirksen. 
that one item in the 
by country, and it 


Senata 
bracket ’ 
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[ think that you ought t 
military assistance, 
amounts to a good 


» ZiVe US a Word abo 
which is listed as undistribyte, 
deal more than half of the wh 


: ole BE “Already 

amount involved Has tl 
General Stewart. If you will look on page 338. sir, you will see tha 

this amount on the proposed fiscal 


1955 consists of selected Support fo) 
IS AN account against which spare parts 


form of requisitions. W 


air force, which means that it 
and certain equipment ¢ 


an be drawn in the 
do not know exactly 


Gener 
which country 


is going to requisition what We have 

raining is included and packing, handling. and crating of mat, ria nrovram 

constitutes the remainder. excess st 

Senator Dirksen Why is that packing and crating item so high Senate 

proportionately? Gener 

General Srewarr, It does not apply, of course, to the material $57,100, 
program in 1955, and it is the 


amount of money required to pack and equipme 
handle and ship the equipment we 
9] 


expect to move into that area senate 

during the fiscal vear 1955 Most of it comes from previous appro- Gener 

priations senate 

Senator Dirksen, Well. you expect to ship, actually, in dolla 000 tota 

amounts, how much of this yttupment in 1955? Would it be twent, Gener 

or thirty or forty million dollars? Senate 
General Stewart. ] have that figure here 


somewhere. I would no 
want to guess on it. 


Senator Dirksen. 


assistan¢ 


. ° that, Ge 
This would indicate that 


40 percent of this hol Gener 
item is listed here as packing, crating, handling, and so forth. 
General Stewarr. Well, there is no particular significance to that 
if you consider what remains to be shipped out of previous programs 
Also a great deal of the equipment that we send dow n there comes fron Senate 
excess, which would not require a charge against appropriated funds aid just 
other than packing handling, shipping, and rehabilitation. question 
Mr. E 
\NTICIPATED SHIPMENTS further ¢ 
Americs 
Senator Dirksen. But, General Stewart, I just make the genera! Will v 
point that the cost of the package must bear some reasonable relatio; Mr. H 
ship to what is in the package, 


Now, if you tell me that you are 
of materials down there in 1955. the 
would hate Lo think that the 
coffee that is in the can, unle 
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Senator DimxsENn. The $62 million has not been shipped, is that the 

General Stewart. The total shipped of the $62 million is $6.4 
million. 

Senator DmxseEn. So there is $56 million yet to be shipped out of 
rior appropriations? 

General Srewart. Yes, the remainder of the total. The total is 
$62.5 million remaining to be shipped as of the 31st of March. 

Senator Dirksen. Now, on page 337, you will notice in the second 
bracket, value of programs, fiscal year 1950 to 1954, charged to appro- 
priation so much, and then excess under the caption “Shipped’’ or 
“Already shipped,’’ $62,900,000. 

Has that actually been shipped? 


rOTAL SHIPMENTS 


General Srewarr. I am sorry, | think that 1 have made a mistake, 
We have shipped $30,100,000 worth of equipment, chargeable to the 
ram. In addition, there is $62,900,000 worth of equipment from 

ess stocks 

Senator Dirksen. Actually shipped? 

General Srewart. Yes, sir, and there remains to be shipped, 
$57,100,000 chargeable to the appropriation and $6,400,000 excess 
equipment which is not chargeable. 

Senator Dirksen. That is $63,500,000? 

General Srewart. Yes, sir. 

Senator Dirksen. So that the $57,100,000 is a part of the $63,500, - 
100 total to be shipped? 

General Srewart. Yes, and it will be charged to appropriations. 

Senator Dirksen. Are there any other questions on the military 
issistance program, gentlemen? Is there anything more to say on 
that, General Stewart? 

General Stewart. No, sir. 


BOLIVIAN ECONOMIC AID 


Senator DrrKsEN. Suppose we dispose of Bolivia under economic 
aid just to get a clear picture of what that is, especially so since some 
questions were raised on this matter at considerable length last year. 

Mr. Hardesty or Mr. Holland, would you like to brief us a little 
further on that item? This is the only item of economic aid for Latin 
\merica, and it goes to Bolivia. 

Will you round that out a little bit more, if you will? 

Mr. Harvesty. I think that I can summarize it. The $9 million 
requested for development assistance is presently planned for con- 
tinuation of the emergency program, that Mr. Holland indicated, in 
Bolivia. The program was initiated in 1954. Incidentally, it is 


overed on pages 343 to 346 in volume 2 of the book. 


ECONOMIC SITUATION 


Senator DworsHak. What caused that emergency down there in 
Bolivia? 

Mr. Harpesty. Senator Dworshak, Bolivia is what can be called 
a one-exportable-product nation. Bolivia depends a very great deal 
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for her livelihood on the export.of one commodity, that is, tin. The 
tin market collapsed last year, which put them in very dire straits 
Also Bolivia imports about 50 percent of her food which she has to 
use her foreign exchange to purchase. The combination of those 
two things put Bolivia in a position of very dire circumstances. 

Senator DworsHak. Did we get any tin in exchange for this $9 
million spent down there? 

Mr. Harpesty. No, sir. 

Senator DworsHak. Why did we not? 

Mr. Houxianp. I would like to answer that question. 

Mr. Harpvesty. May I make one comment, Mr. Holland, before 
you do answer? 

USE OF COUNTERPART FUNDS 


Counterpart funds are created through the sale of the food that 
goes in there, but I believe I would defer to Mr. Holland for the direct 
answer to your question. Other than counterpart funds we do not 
get any tin. 

Senator DworsHak. What happens to the counterpart funds? 

Mr. Harpesty. Counterpart funds are used primarily for the 
diversification of their agriculture in an effort to prevent as far as 
possible such a condition arising in the future. 

Mr. Houianp. Senator, the foreign exchange is generated by the 
tin that they sell. It is presently going in to sustaining the people 
and the economy of that country, and simply did not produce enough 
money to achieve that end. 

It created the very serious danger that I referred to a while ago of 
political chaos and possible starvation in the country, which would 
set them up for a strong Communist element that they have in the 
country. 

TIN PURCHASES 


Senator DworsHak. Did we buy any tin from them? 

Mr. Houuanp. Yes, sir, we have bought some tin from Bolivia; 

Senator DworsHak. And we did not exchange agricultural com- 
modities for any of them, we paid them for the tin and gave them al! 
of their assistance and agricultural commodities free? 

Mr. Houtianp. We bought their tin, and we paid for it; on top of 
that, last year we gave them the grant aid that Mr. Hardesty has 
testified to, and which is contemplated in the appropriation for this 
year. 

Senator DworsHak. What caused the difficulties in the country 
concerning the production and sale of tin? 

Mr. Houuanp. Well, there are two things, if I understand your 
question. In the first place, they have expropriated the three big tin 
companies, and the organization that is now operating those mines is 
not prepared to do it as efficiently as was done by the expropriated 
companies, and their production has gone down. 

The other reason is that the world price for tin has declined so that 
under any circumstances the foreign exchange that we would get from 
the sale of tin is less. 

Senator Dworsnak. In reality, this assistance is in the nature of a 
reward for the expropriation of the tin mines by the Government? 

Mr. Hotitanp. Many people have ‘made that assertion, and | 
believe that a sincere and accurate answer is that it is not. 
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ator Dworsuak. Well, if it is not, is any progress being made in 
ng the cooperation of the Government in trying to overcome 

of these difficulties and to operate on a more efficient basis? 
Houuanp. Yes, sir; I will take that question, or the one that 

vant to give me, if you have another question. 

ator Dworsuak. | think that you understand the question. 


AGREEMENT OF BOLIVIAN GOVERNMENT 


Houianp. We have with energy expressed to that Government 
iniform policy of this Government which is that in the case of 
ypriations such as occurred there, we expect for our nationals 
ipt, effective and adequate compensation. That is for the 
erty e xpropris ited. 

food that ‘he Bolivian Government has entered into an agreement for such 
the dire, pensation. We have emphasized with the Bolivian Government, 
re do no ; we are emphasizing, Senator, throughout Latin America, that we 
feel that strong economies in this hemisphere must be based on a sys- 
nds? m of priv: ate ente rprise, and a system of priv: ate ente rprise cannot be 
for the tablished, and cannot survive, and cannot flourish in a country 
ere respect for contract rights and for property rights do not exist. 
Senator DworsHak. Are you getting a favors able ‘reaction from the 
Government on that program? 
ee Ho.tuanp. We are getting a favorable reaction, and there are 
ican interests which, as you probably know, have gone into 
ivia recently, satisfied to risk their capital on the stability of that 
le avo of ction by the Government, and are achieving some success. That is 


peo| 


Ce eno 


h wo he fields in which they have made their investments. 


e in 
PRIMARY OBJECTIVE OF AID 


Senator DworsHak. The primary objective of this assistance, then, 
s to encourage diversification of the economy without complete reli- 


Boliy nee upon the production of tin. 

SI ee am" Hotianp. The primary objective of the aid, Senator, as [ con- 

hem it, is to prevent the creation of a chaotic condition in that country 
ch would make them a prey for communism. 

1 top of In order to prevent that, it seeks to increase their production of 

sty has foodstuffs within their country so that the people can eat, and not, as 

for this [ say, just be targets for communism. 


Senator DworsHak. What is the population? 

Mr. Houtianp. Three and a half million. 

Senator Cuavez. What are their agricultural products that you are 
trying to improve? What do they raise in the country? 

Mr. Harpesty. Bread grains and foodstuffs. 
\ines Senator Cuavez. Do the »y have in stock, cattle and sheep? 
riate Mr. Harpesty. Yes, that is another provision, and I have some 

other remarks I want to make on that. 


oOunt 


70 that 
t fro TECHNICAL COOPERATION PROGRAM 
Senator Dirksen. Now, you have one item for Bolivia for a 
‘chnical cooperation operation. We might as well dispose of that 
now. That will be devoted almost entire sly to health and agriculture, 
as I understand it. 


re of a 
? 


and 
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Mr. Harpesty. We heave also had an education program in Rol 
for a number of years. We are planning programs in public admij 
tration and transportation for fiscal year 1955. 

Senator Dirksen. Now, that disposes of the so-called econon 
aid item of the military assistance item, and you have then, for every 
country, technical cooperation in a total sum of $2: 500,000, but thor: 
is $1,500,000 for OAS. 

You might comment on that for a moment. 

Mr. Harpesty. Because that is a multilateral program, a: 
would like to defer to Mr. Holland on that question, becau 
basically in his department. 

Mr. Hottann. The OAS Sets up training projects, Mr. Chaim Lat 
which have for their purpose the training of individuals from 
different countries in some type of activity related to economic deyel. 
opment so that they can return to their countries and utilize ¢| 
training in the development of their countries, 

To those groups, those training groups, the ] 
tries make contributions in terms of money, 


Vig 
Ts. 


Y 
euit) 


Si ft 


atin American coy) 
The host fovernments 
Where the projects are located also contribute facilities such th 
buildings that they occupy. The net results in our judgment, as 
[ said a moment.ago, are excellent for two reasons: First, there is th 
result in terms of trained people who assist in the more efficient 
exploitation of their existing resources: and second, the fact that this 
is a place where we can encourage effectively a very sound end, and 
that is the elimination of the idea that relations ‘of this charact 
exist exclusively between an individual Latin American country and 
the United States 

On the other hand. they should, and by this means they do become 
multilateral. Those relationships are based on an interchange by 
tween all members of the American family and not simply the United 
States and bilateral aurangements with the different countries. 

Senator Dirksen. Is all of this money used for personnel and ad. 
ministrative expenses, and none of it of a project character, is there? 

Mr. Horuanp. These are exclusively training programs. 

Mr. Carr. What you have under this program is a number of 
projects in various Latin American institutions where training courses 
are given, 

Pages 412, 413, and 414 describe this particular program and list 
the type of projects that are given there. They are financed on a 
cooperative basis between ourselves and the other participating 
republics. 


as 


GENERAL AND COMMUNITY DEVELOPMENT 


Senator Dirksen. I notice that there is $419,000 plus in the pro- 


gram for general and community development. Now we had som 
description yesterday of the type of program carried on in Asia, but 
I wonder whether this is similar to it. 

Mr. Cate. Is that the OAS program? 

Senator Dirksen. That is the whole TCA program. You have it 


broken down by project categories. and one of them is general 
community development. 


Mr. Harpesry. May I comment on that? 
Senator Dirksen. It is on page 341 of the print. 
Mr. Cate. That is the bilateral program. 
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m in Boliy LOW-COST HOUSING 


blic ad 
: IM1nis. § . rn o . . . 
unis. \ir. HArprsty. That is mostly in self-help housing, and it is also, 


a believe, in the dependent overseas territories. 
mn. for ; re Senator Dirksen. By “self-help housing” you mean what? 
10, but th Mr. Harpesry. Housing in which we give them technical assistance 
. aterials and means of construction of sanitary living conditions 
eas Which are in need of such modern improved low-cost housing. 
ator Dirksen. Well, this is for people, then, is it not, the 
) 000? 
Harpesty. | believe that is correct 
Cha ator DIRKSEN You see, you have eight categories of projects 
| on page 341 of the print, and item No. 7 in that list is “General 
community development.” 
You had $1,040,000 plus for that in fiscal 1954, and you are asking 
$419,400 this vear. 
ww, is this for people that you send down to advise them how to 
d houses and how to plan it? So this is partly an exchange 


im, a 
ecaus 


is fro 


omic ¢ 
utilize 
rican co 
Vern 
uch a rogram 

\ir. McNayr. It is partly an exchange program. Practically all 


lement 
| the money furnished by FOA is spent for technicians and for 


here ] 


re efficien rainees sent from those countries to the United States 
t that ¢] Senator Dirxsen. If this were for housing, of course, community 
ieee a) elopment would be quite another thing. What can you tell us 


ibout that? 

\ir. McNayr. It takes in the whole field of housing primarily, but 
also gets into the field of health, recreation, education, and sanitary 
a ngineering. We attempt to get key people into community develop- 
hance hy ent positions It is the responsibility of these specialists to integrate 
he Unit, id coordinate the work of other field technicians in order to make the 
ay possible use of talents of sanitary engineers, agriculturists, 
iecators, public health specialists, and housing technicians. The 
rdinated efforts of these people plus the training of local persons 
the United States is covered under the item of general community 


chara 
untry 


es. 
l and ad 
1s th 


umber evelopment 
iF courses PUBLIC ADMINISTRATION 
eat Senator Dirks! N. What about that “Public administration” item, 
tad os $1,472,000? Is that to counsel municipalities or provinces or coun- 
icipati ries on the administration of their government? 
t \ir. Harpresty. Yes; basically, on their federal government 
Senator Dirksen. Will you give us some detail on that? 
Mr. Harpgsty. Yes, sir. 
the pro Senator Dirksen. Where do you send them to schoo] when you get 
ad sor hem up here? Or what do they do? 
isia. but \ir. Harpesry. I have a list of schools on that. 
; Mr. MceNayr. I can give you a partial answer. The United States 
Bureau of the Budget acts as the primary liaison for taking care of 
these people coming into the States. The Bureau is their first 
ntroduction in public administration in the United States. 

They are sent to various United States colleges. Syracuse Uni- 
versity, University of Chicago, Alabama, Tennessee, and Florida 
have a joint arrangement for taking care of some of these people. 
| believe Michigan State College also is one of the training institutions. 


have 
ral and 
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Senator Dirksen. So this is entirely for people? 
Mr. McNayr. It is entirely for people. 
Senator Dmxsxn. And it covers the expenses of those who 


send up here to take a look at what we have in the hope that they 


may follow that? 
Mr. McNayr. 


It covers two groups of personnel, the Am: 
technicians who 


go in as public administration consultants, us 
not more than one or two to the countries down there. They 
primarily with the top echelon officials to develop particular prog: 
such as budget, civil service reforms, etc. In Costa Rica we 
very successful in assisting in developing a civil-service bill whi, h 
actually in being. 

Mr. Harpesry, May I add one thing there. also? 

It includes an education 
help educate and train pec 
government. 


program in public administration, whe; 
yple in the country itself to accept jo! 


POSSIBLE RESULTS OF PROGRAM 


Senator Dirksen. Now, we had $1,300,000 in the bill in 1953. 
$1,200,000 for 1954, and $1.274.000 for 1955. 
thing about this is simply this: 
instruct them in how to set up a budget and how to operate thy 
affairs of their country, the question is are you getting some results 
and are you making something stick. 

Now, where is 


Now, the import 


the scorecard on the results? 
academic program which makes a nice 
there are some results to show? 

Mr. Harpgsry. I believe that I would like to state that by a 
example, if I may. Perhaps some of it should not be in the record 
and it my reflect on some country. 

(Discussion off the record.) 


Or is this just a) 
junket for some folks, unless 


WORK IN PANAMA AND COSTA RICA 


Mr. McNayr. The most effective thing that was done in Panama 
was to work with the universities and the schools there in establishing 
seminars to which were invited al] of the public officials at certain 
levels within the country. 

Now, I do not know that a particular fiscal expert, somebody hired 
by the Panama Government. would have made that approach. The 
same was true in Costa Rica. 

The most effective work done by Mr. Phillips, Publie Administra- 
tion technician in Costa Rica. was in the field of seminars, working 
within the educational system there. Again, I would question whethe1 
an expert brought from the United States or Europe by the hosi 
country for a specific task would work in that manner. 

The people that we send down are usually generally trained peopl: 
and Mr. Avery, whom Mr. Hardesty mentioned is a young University 
of Tennessee professor, and Mr. Phillips has an institutional back- 
ground. I think that there is merit in working within the established 
educational systems. That is usually the source in which our tech- 
nicians have been most effective, 

It is training nationals on the ground and seeking people from key 
positions in those local governments to send to the United States, 
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having enough background in United States operations to see 
they get the proper training here. 


EDUCATIONAL PROGRAM 


Senator Dirksen. What about the three-million-plus for the edu- 
yal program? 
Mr. Harpesty. One of the greatest supports I feel that you will 
cree toward combating communism is education. In many of the 
intries the illiteracy runs as high as 85 percent. 
The systems of education are in many places both inadequate and 
tainly outmoded. Our education programs are basically in the 
truction and training of teachers who, in turn, can go among the 
ple of their countries. 
We are dealing in some countries in which the average elementary 
teacher himself has had but 3 years of formal education. We hope 
t can be raised. 

There are overlapping things and byproducts of this system, and 
they overlap into general health of the country, and overlap into in- 
dustrial potentials for labor. 

Basically, we feel that one of the greatest technical helps that we 

offer the country—of the benefits of modern widespread gen- 
| public education—are involved. 

Senator Dirxsen. Mr. Hardesty, I wish you would take that 

e 341 of the book and compress it a little more; then add a column 
and show the number of persons and positions by these eight 
projects, who are engaged in this general type of work, because | 
just assume from the testimony this morning that a large part of 
this $23,500,000 is entirely for personal services, that is, advisers, 
technicians, and consultants, and so forth. 

So just take that table and amplify it somewhat so that we can 

see how many people are engaged in each one of these categories of 


I 


work. 

Mr. Harpesty. I have, I believe, I had a breakdown on page 340 
of the number of persons per country that are assigned and the costs 
of the technicians. 


LATIN AMERICANS TO BE TRAINED IN UNITED STATES 


Senator Dirrxsen. I think it will be a little clearer if you can 
break it down in terms of what is set forth on page 341. 

Now, I want to ask Mr. Holland a question there. When you 
were speaking about the number of persons going behind the Lron 
Curtain, from Latin American countries, and then giving a figure 
much less than that of those who have come here, does that include 
the exchange people under this program? 

Mr. Hotztanp. The people brought up under the FOA program 
are not brought up because they are leaders in their community, 
because they affect public opinion in their community, but they are 
brought up to be trained. 

The exchange of persons program to which I referred is the program 
of the Department of State which is intended to bring up those people 
who control or influence or affect public thinking in their community. 

Senator Dirksen. Then, Mr. Hardesty, suppose you add still 
another column to this data on page 341 and show by categories the 
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Mr. M 
believe there is one other item her it is Mos 
eas territories. It is a modest sum, $4,039,400 the part 
for technical cooperation. Senate 
I see that you mention Surinam there in British Guiana. Tell us der, uses 
a little something about that. to variot 
Mr. Harpresry. Well. British Guiana and Surinam are the only that his 
countries at the present time. the dependent overseas territories, in Mr. 
which we have a program. Mr. H 
Senator Dirksen. Are there any questions from the committee? which hi 


on what 
TRAVEL OF INSPECTORS AND st PERVISORY OFFICIALS If any 


to be ve 
Senator DworsHax. Mr. Holland, 
can give us a very brief ¢ 
from your total appropriations for sending inspectors or supervisor) 
officials to these various countries all over the world here. I do not Senat 
mean giving your assignments of technicians, but I mean rathe ask you 
checking on the programs all over. either o1 
and its 
made? 


25, 000. 0 


SURINAM, BRITISH GI IANA 


Senator Dirksen. And now J] 
that is dependent overs 
and it is entirely 


perhaps you or Mr. Murphy 
‘stimate of the amount of money expended 
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_ 


brought 
y from wh; aie 
ecord of ¢} \ir. HoLuaAnp. You mean the FOA program. 
Senator DworsHak. I do not mean just to South America, | mean 
whole world. 
Harpesty. I may say for South America we would like to take 
e than we do take. We are usué ally so busy ’ that we are not able 
et away as much as we think we should. 
senator DworsHak. How often do you get away, once, twice? 
lr. Harprsty. Not over twice a year 
Senator DworsHak. Does that apply to the entire program? 
\ir. Murpny. This year in particular that has been the case, 
tol As you will recall, we were reorganized last August 1, 
Reorganization Plan 7, and as a result of the upset and the 
rging of the three agencies, and so forth, there were several months 
he year, in the early part of the vear, when the Washington officials 
piv did not get to the field 
so generally speaking, | would say that our performence in fiscal 
ear 1954 in that respect left, some thing to be desired. We feel that 
se field trips and the personal contact resulting therefrom are 
rr mely valuable if the program Is to be run efficie ntly 


li is customary for most of your officials to make 1 or 2 or 3 trips 


; and 


INSPECTIONS BY APPROPRIATIONS COMMITTEE MEMBERS 


enator DworsHak. Do you think that might apply to Members 

Congress and especially to members of the Appropriations Com 

tee, who have the responsibility for ap propriating these funds? 

\ir. Murpuy. I would certainly agree, sir. There is no substitute 
for on-the-spot observation. 

Senator DworsHak. You are aware that any time a member of 
the Appropriations Committee leaves for 24 hours on any inspection 
trip, he immediately is subjected to a lot of abuse by the newspaper 
correspondents and the radio commentators who charge that they are 
on leisurely junkets, and are you aware of that? 

\ir. Murpuy. I have seen items like that in the press, and I think 
em he t is most unfortunate. 1 think it indicates a misunderstanding on 
959 4 the part of the writers. 

bs. Senator DworsHak. One member of the committee, Senator Ellen- 

Pell us der, uses most of his recess period for making personal inspection trips 

to various countries involved in this FOA program. And | am sure 
he onl) that his reports have been very useful and worthwhile. 
ories, 1n Mr. Murpny. That is absolutely correct, sir. 

Mr. Harpresry. Senator Green made a trip and wrote a report 
which has been most profitable to us. And 1 would like to comment 
on what Senator Dworshak said. 

If any Senator goes to Latin America expecting a rest, he is liable 
to be very sadly mistaken. 


ittee 


Murph 
pended 
I'visol \ 


IMPLICATIONS OF INDOCHINA TREATY 


do not Senator DirKsEN. General Stewart, before we « oncluds , | must now 

rathe) ask you my ever-recurring question: Is there anything to be added 
either on or off the record with respect to the Indochina treaty terms 
and its impact upon the operations under appropriations heretofore 
made? 
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General Stewart. I have here, if any member of the comn 
desires to look at it, a map on which we have plotted such informati 
on the treaty terms as we have. The only thing I have to ad 
what I said yesterday is to the effect that 

Senator Dirksen. Is this on the record? 

General Stewart. Yes. That the National Security Coun 
this morning giving study to the implications worldwide of this tt 
and the Geneva Conference. 

Now, what that will develop into, I cannot predict, sir. 


EXPANSION CONTEMPLATED IN MILITARY ASSISTANCE 


Senator Dworsnak. I have just one question, then. 

General Stewart, in volume 1 of the mutual security program dats 
we find some information indicating that for fiscal year 1954, militar 
assistance amounted to $1,881 million, or 42 percent of the total, 
for fiscal year 1955, it is projected that comparable military assistance 
will amount to 62 percent, or $3,115 million. 

[ do not want too much detail, but I am just wondering why you 
contemplate such an expansion in military assistance during this 
fiscal year 1955? 

General Srewarr. Senator Dworshak, I believe that is the chart 
purporting to show the obligations that were made in fiscal 1954, and 
[ believe will be made during fiscal 1955. That concerns all of thi 
funds previously appropriated that have not been expended. 

Senator Dworsuak. The deliveries will be made next year? 

General Srewarr. This is an obligation chart, sir, showing th: 
amount of money that we intend to obligate. 

Senator Dworsuax. What does that consist of, generally, weapons, 
and all of that sort of thing? 

General Srewarr. It includes all materiel in my program, and the 
funds would be those funds which are now unobligated from previous 
appropriations, plus the new appropriations. 

Senator Dworsuak. It does not really mean any expansion, but 
it is just the delayed deliveries? 

General Stewart. That is correct. 

Senator Dirksen. In the absence of any other questions, I think 
that will conclude with Latin America, and we will resume at 2 
o’clock on offshore procurement. 

(Thereupon, the committee recessed at 12 p. m. to reconvene at 
2 p. m., the same day.) 


; 


AFTERNOON SESSION 


STATEMENTS OF ROBERT E. O’HARA, BUDGET OFFICER, OFFICE 
OF THE ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER): 
AND DR. D. A. FITZGERALD, DEPUTY DIRECTOR FOR OPERA- 
TIONS, FOA 


UNOBLIGATED AND UNEXPENDED BALANCES 


SENATOR Dirksen. The committee will be in order. 

General Stewart, by way of preface, just let me say that this morning 
and yesterday I suggested that we might have a little more amplifying 
statement on this whole question of unobligated and unexpended bal 
ances, and the need for longtime projection of these programs to assur: 
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General STEWART. 


O'Hara in just a minute to give you the exact figures 
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countries that if they do cooperate and if they are willing to fit 
he general pattern that we set up, that they will be assured the 
vy and the authority will be there when the time comes. 

» believe on the basis of the testimony thus far, that that merits 
additional amplification. So you are at liberty now to go into 

matter a little more. 

addition to the preliminary question in the statement, General, 
ht say that the indications here are that you will have unex- 
d for fiscal 1955, in round figures, the sum of $10 billion. There 
ure before us, rounded off, of $10 billion, which I fancy includes 
unobligated and unexpended balances. 

that needs some refinement or question, I suppose that you will 

ble to, in the course of your remarks, indicate what the exact 














Mr. Chairman, I will give you that. I believe 
igures you have just quoted do include, however, elements of the 
ial-aid program beyond the military, and I would like for Mr. 





FUNDS 





ADDITIONAL 





NEED FOR 


he question of why we need additional funds in view of what 


ears to be relatively large unexpended and unobligated balances, 


Ww 


it an easy one to answer. To me this matter is quite clear because 


| am in daily contact with the factors which are involved. I can see, 


ever, why the question comes to your minds, and I hope that I 

ill be able to make my answer very clea 

| have with me Mr. Robert O’Hara, who is a member of the Office 
Assistant Secretary of Defense (Comptroller) and who serves 


budget adviser to my office. Mr. O'Hara will explain, if you wish, 


rom the program point of view, some of the factors involved 


(*¢ 


In ( 


W 


‘he first point I wish to make crystal clear is that all of the money 
previously appropriated by Congress represents money needed to 


exact status of the unexpended and unobligated funds: that is, 


vhat they consist of, their status, and the expected utilization of these 


ls. Before Mr. O’Hara explains this, however, I will first explain, 






PROGRAMS 





APPROVED 





PREVIOUSLY 


t the requirements of pre ‘viously approved programs, these pro- 


rams having been justified in dets 1il before Congress in past years. 


‘ther words, none of these unexpended and unobligated funds ean 


‘considered “‘loose,”’ or in a rev olvi ing category, to be applied to some 


program. If any of these funds were to be used for new or 


ferent programs, it goes without saying that some existing program, 


ack, 


readv woven into international-considerations, would have to be cut 


The new money we are requesting for fiscal year 1955 in the amount 
$1.58 billion does not take the place of any previously developed 


rogram. 


This new money is being requested to meet additional 


quirements during the next fiscal year which are based on approved 


lore 
av. 
programs, the fiscal year 1955 MDA program represe = an addition 
to 


program. 


‘es bases developed by our own Joint Chiefs of Staff. That is to 


irrespective of the size of previous ly authorized and funded 


and not a substitute for—any previously approved and funded 
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URGENCY OF FISCAL YEAR 1955 PROGRAM 


The fiscal year 1955 program largely is devoted to fulfillment 
outstanding deficiencies for initial unit equipment of major ; 
support units already in being. for maintenance of equipment on har 
and for building up toward a 90-day level of ammunition ; 
This activity during fiscal] year 1955 must go on if we are to exp 
our allies to keep in existence those forces thay have agreed to ais 
All of the forces thus maintained have the approval of our Jo 
Chiefs of Staff. 

In addition, the Joint Chiefs of Staff have included in their {is 
1955 force basis certain new units which our foreign partners ha 
agreed to raise, and toward which the new fiscal 1955 funds 
directed. If the funds we are requesting for fiscal 1955 are not ma 
available, then these new units cannot receive United States suppo! 
without divergence of equipment from other approved programs 


NEW FORCES NEEDING FUNDING 


A list of the new forces ID the case of 


ground forces, and new 1) 
in the case of naval and air 


forces, that have never been funded 
previous appropriations is as follows: 

For ground forces, and this is worldwide and not any one ares 
there are 6 new divisions. or the equivalent of 6 new diy isions. Ther 
are 112 separate battalions and 43 separate companies. 

There are 19 mine-type craft for the Navy; 1 fleet tender; 3 destro 
ers; 4 patrol craft: 2 submarines: 69 support vessels; 47 maritime air. 
craft. There are eight squadrons of aircraft for Air Forces. 

I repeat that these are units which have never before appeared in a 
force basis and for which no funds have ever been asked or appro 
priated. 

In developing the fiscal 1955 program, we have tried to take into 
account political and economic considerations along with the militar 
We have taken into account our past capabilities of making actual 
deliveries together with recipient countries’ ability to efficiently re- 
ceive and utilize the equipment so destined. Also we have considered 
the unexpended and unobligated balances available from previous 
appropriations. In order to apply these considerations to our pro- 
gram, we first designed a program based on deficiencies calculated 
against the Joint Chiefs of Staff force basis. As priced out in this 
fashion the program for fiscal 1955 amounted to $4.7 billion. By 
applying subsequently the considerations [ just referred to, the total 
program was cut, by screening action within the executive branch, to a 
total of $1.58 billion from an initial program of $4.7 billion. 


PROJECTED EXPEN DITURE 


Senator Dirksen. Let me repeat that figure for Senator Hayden, 
who has just come in. 


It appears that when the Joint Chiefs first projected the new 
program for new units not in being for 1955, the original projection 
indicated a possible expenditure of $4.7 billion. That was then 
screened down to $1.58 billion. So that roughly what we have her: 


for new forces and new units suggested and programed by the Joint 
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Chiefs of Staff, is actually one-third of what they originally had in 


General Stewart. That is correct. And to be sure that there 1s 
misunderstanding, the Joint Chiefs of Staff say what forces are 
involved, and the individual services price it out, and through their 
VAAG operations determine the deficiencies. And that, when 

id out, came to $4.7 billion. It was $4.7 billion when it hit my 


no 


INTERNATIONAL COMMITMENT 


\t this point I would like to remind you that the development of a 
tary-aid program in effect carries the connotation of an interna 
tional commitment. This is just one very good reason why funds 
ilable to execute past approved programs should not at this time 
onsidered available for other or new programs. The reason the 
tary programs take on the character of an international commit- 
it is that they are worked out at the grassroots level of the foreign 
ntries’ governmental structure. They are processed in an atmos- 
ere of mutual assistance which is consistent with the basic concept 
the Mutual Security Act. In the case of NATO countries, the 
rnational aspect of the MDA program is even more firm, because 
he international staff of NATO there exists a procedure known as 
annual review, 
[his review is participated in by senior staff officers of all NATO 
tions including our own. ‘Taking all possible factors into account 
hese officers attempt to predict what forces can be raised and main- 
ined, what material can be provided from indigenous production, 
d what material and training is necessary from United States sources 
. create an effective fighting force. 
For instance, the Netherlands has found it possible to raise an addi- 
mal infantry division in fiseal 1955. The raising of this additional 
vision is thought necessary by the supreme allied commander, 
jurope, as well as our own Joint Chiefs of Staff. But in offerimg to 
tise this division, and in order to make the necessary preliminary 
ins, the Netherlands, through the annual review processes, had to 
assured of some assistance from the United States. The same is 
rue of the one-third additional division the Belgians have agreed to 
se 


DELAY IN PERFORMANCI 


Now I would like to discuss for a moment some of the very real 
actors in our program which of their very nature create delay in our 
erformance. Before going into these, however, | would like to say 
that I would be the first to admit that some of the performance fore- 
asts which we have given to Congress in the past have been overly 
yptimistic. 

sut I hasten to add—and in reiteration of what I said previously 
‘oneerning the 1955 program—we have attempted this year to take 
into consideration our performance capability in the development of 
this new program. I can assure you that I, and all the people who 
work with me, have conscientiously attempted to develop a program 
for the fiscal year 1955 which is realistic, which is compatible with 
the basic concept of the Mutual Security Act and which we will be 
able to cite, when we appear before you next year, as being designed 
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to bring into better balance the 


moneys which Congress has a 
priated for the program and the 


performance we are able to ol) a 
There are some built-in factors involved here. however, over 
we have little or no control 


your progra 
vou to obl 


rhese factors sometimes tend to cay not one 


our performance to appear bad because of the proportionately L ce the 
unexpended and unobligated balances as matched against our program is 
formance during any one particular fiscal year. The first of these Hi toms requil 
factors comes about because the idea of furnishing aid to allies o, therefore, a 
a large scale is unprecedented. In point of time we have attempte department 
to handle an extremely large program in a very short numbe, measured i 
years. This automatically means that a relatively large wor ‘ing Hi operations | 
capital had to be put into the machine to start the wheels turning ised Money 

It takes a while to develop efficiency, but once attained the ley; are lower 1 
of the working capital can be reduced in comparison to the machine’: hecause the 
output. So you will see that in any one given fiscal year the relation. hange fro 
ship between the unexpended balances and the performance withiy limination 
the program constantly improves as time goes on. Mr. O’Hara, | 
believe, will be able to demonstrate this in detail. 


T 
Aik 
al 


plan so as 
which will | 
congression 
aws, occu 
prov ides a] 


ADMINISTRATIVE LEAD TIME 


Another very real factor is the administrative lead time in putting 
the appropriated funds to work. For instance, last year funds wer, 
made available by Congress for the purposes of the program on 
7th of August. By the time we had refined our programs, which) is In conelu 
a necessary process since the fund ceiling upon which we had based an 
illustrative program had been reduced, an additional 5 months of 
the fiscal year had elapsed. This is a necessary process since with) a no evidene 
reduced ceiling it is necessary to refine the program by passing it trary—tha 
through the Department of Defense, the Joint Chiefs of Staff, the essential fo 
military departments, the country MAAG’s, and back up the line has certifie 
to the Director of Foreign Operations Administration for final Should « 


approval. would in et 
for mutua 
much that 


that any e 
States secu 


OTHER FACTORS 


An additional factor comes about as a result of the fact that United warning to 
States industry is geared to certain production levels. In some cases. to manana 
particularly with reference to F-84 aircraft and electronics, it js on our ent 
impossible to contract for items until sometime in the future because Now. M 
the production lines happen to be full. 

Another factor—and one in which we take pride, although it always 
seems to heap coals on our heads—is that we do not obligate funds have not | 
until we are sure of the validity of the program. We do not rush f conditio 
obligations at the close of a fiscal year for the sake of making the fiscal bv the Un 
year record appear good. While there is a noticeable increase in th ' 
rate of obligations at the close of the fiscal year, this comes about 
because of the careful consideration at the beginning of, and during 


the fiscal year of how we might most judiciously put the money 
work. 


like to add 
appear to 


Efficient 
the funds 
reasonably 
of saying, 
country a 
we forget 
cited beca 


[ trust that this explanation has dispelled some of your misgivings 
concerning unexpended and unobli 
need new money for fiscal year 1955. One further point should be 
discussed. The question most frequently asked about the financing 


gated funds and the reasons we 


of this program is: “If you can’t obligate this money during the 
next fiscal year, why do you need it now? Why not go ahead with 
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programing and ask for the money later when the time comes for 

| to obligate or expend the funds?” The answer is that this 

ogram is one of quantity of material and service to be provided, 
ot one whose measure of cost is time. 

Like the procurement programs of our military departments, this 
am is one for the provision of specified quantities of specified 
required by organized military units. Both of these programs, 

erefore, are basically different from such programs as our military 
rtments’ pay and maintenance and operation programs, which are 
ired in terms of the costs of a specific period of operation, lf 
tions are curtailed in the latter program during a year, the un- 

sed money will represent savings; but if obligations for procurement 
lower than predicted, the money requirement is not changed, 
ise the quantity of materie! is unchanged. The only basis for a 
ve from present cost estimates would be a change in price or 
nation of a planned troop unit from the force base. And to 
Jan so as to implement the program to provide equipment to units 
chich will be raised if we provide their support cannot be firm unless 
ongressional approval is firm. The firm approval, under our present 
aws, occurs only when Congress, after substantive authorization, 


des appropriation 
in putt or 


funds w 
am on 


d b, hich is In conclusion I would like to say the Department of Defense believes 
( yased 


‘hat any elimination of future military assistance endangers United 
months States security as well as the security of our allies. There has been 
ace wit no evidence —in fact, the evidence has been conclusively to the con- 
passing trary—that the programs presented for fiscal 1955 are not absolutely 
Staff, the essential for United States security. In this connection the President 
p the lin has certified as to their necessity. 

for final Should cuts of any substance occur in the fiscal 1955 program, it 
would in effect be an announcement to our allies that future planning 
for mutual military assistance is being curtailed by Congress and 
much that has been done would be undone. It would be a public 
varning to our allies that further contributions by the United States 
to mutual security had become suspect by our Congress and the effect 
on our entire foreign policy may well be disastrous. 

Now, Mr. Chairman, I have one or two other things that I would 
alee ke to add. I would like to comment that unobligated funds do not 
vo Sy ala appear to me to be a maiter that calls for shame or apology. They 

aes have not been spent. Nobody has had to pay out any money, and 
- f conditions change and they are not needed, they can be recovered 


the fis ; ss ; : 
by the United States Government. 
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INTEREST OF SERVICES 


Efficient planning and efficient operation should work out so that 
the funds requested will be spent out in the time for which they were 
reasonably planned. If they are not obligated, it may be a matter 
of saying, “You are not a very good planner and operator,” but the 
country and taxpayer have not lost the money. I think sometimes 
we forzet that. Actually the money is here, and we get kind of ex- 
cited because we have not spent it or obligated it. 
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The second thing is that I can assure you that the chairman of t), 
Joint Chiefs of Staff is personally and extremely interested in {}, 
He has supported it in appezy. 


success of our effort to get these funds. 
ances before all of the committees. 

[ can assure you that each military service—and I am speaking 
now of the working level people who deal with me—just practical 
shudders and says, “I don’t know what we are going to do, unless y; 
take a completely new concept of this thing and start off on a ney 
basis, if we don’t get some money this year.” 


MUTUAL SECURITY ACT PREAMBLE 


Finally, Mr. Chairman, I would like to read you something th: 
can, I think, lose sight of. The Mutual Security Act of 1951 has 
preamble this statement as to the purpose of this program, and | 
quote: 

To maintain the security and promote the foreign policy and provide f 
general welfare of the United States by furnishing assistance to friendly na 
the interest of international peace and security. 

[ call particular attention the the phrase “promote the fo: 
policy.” 

LETTER OF 


MAO TSE-TUNG 


Now, Mr. Chairman, back on the 14th day of April, the Majorit 
Leader in the Senate, Senator Knowland, introduced into the Con- 
gressional Record published on the 29th of April, on page 5404 
communication which purports to be an outline of Mao Tse-tung’s 
letter on new program for world revolution. In that outline is laid out 
a sequence of events that he predicts will happen. It is an unclassified 
piece of paper, and we have taken the liberty of transferring what is 
said in that onto a map of the world. 1 would like to introduce it into 
the record, if the committee permits me to. 

Senator Dirksen. Suppose we put the article in the record, and also 
your follow-up map. 
General STEWAR' 

out copies of this. 

(The article and map referred to follow:) 


[ would be delighted, and I would like to pass 


[From the Congressional Record—Senate, April 29, 1954] 


OuTiInE oF Mao Tsz-Tuna’s MEMORANDUMJONJNEW 


REVOLUTION 


PROGRAM FOR Wor! 


Mr. KNow.anp. Mr. President, I ask unanimous consent to have printedfi 


the body of the Record, as a part of my remarks, some information which came 


to me, purporting to be an outline of Mao Tse-tung’s memorandum on the 1 
program for world revolution, carried to Moscow by Chou En-lai in Marc! 
1953. I believe the information substantially states the Communist policy 
world revolution. In any event, I thinkkthe Senate may find this matte! 
interest. 

(There being no objection,{the outlinejwas ordered;jto_be"printed in the Record 
as follows:) 
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LINE OF Mao Tsk-TUNG’s MEMORANDUM ON NEW PROGRAM FOR WORLD 
{EVOLUTION 


(Carried to Moscow by Chou En-lai in March 1953) 
1. ASIA TO BE THE IMMEDIATE GOAI 


to the profound leadership of Comrade Stalin, amazing achievements have 
sade in the great task of world revolution. The success that has been 
1 both in Europe and in Asia after World War II is entirely attributable 
rade Stalin’s able and correct guidance and direction May his wisdom 

ide us 

ppears that time has come that we have to look upon Asia as our immediate 
Under the present circumstances, any vigorous action in Europe such as 
revolution, effective infiltration, or intimidation into inaction or sub- 
is now impossible (Communist terminology is different, this represents 
really means) more forcible measures may bring about a war. In Asia, on 


trary, such tactics will yield an abundant harvest 


2. WORLD WAR TO BE TEMPORARILY AVOIDED 


re is no assurance of victory because of the higher rate of industrial prod ic- 


‘ger stockpile of atomic Weapons on the part of the capitalist countries, 
tion of antiatomic defenses of the industrial areas and oil installations in 
Union, and immaturity of China’s agricultural and industrial develop- 
sequently, we have to, until we are certain of victory, take a course 


vill not lead to war. 


3, DIPLOMATIC OFFENSIVI 


United States must be 
1in must be placated by being convinced that there is possibility of settling 
ijor issues between the East and the West and that the Communists and 
italist countries can live in peace. Opportunities for trade will have a 
influence on the British mind. 
ne case ol France, her warweariness and fear of Geri any must be thoroughly 
d She must be made to feel a sense of greater security in cooperating 
is than with the western countries. 
in must be convinced that rearmament endangers inst | of guaranteeins 
tional security and that, in case of war, the American forces distributed al 
the world cannot spare sufficient strength for the defense of Japan te- 
ument is, therefore, an expression of hostility toward her potential friends. 
lesire to trade will offer great possibilities for steering Japan away from the 
1 States 


soluted by all Poss ble means. 


4. MILITARY PREPAREDNESS 


As a final goal, there should be in east and southeast Asia (after these areas are 

rated) 25 million well-trained men who can be immediately mobilized. These 
ire to be held in readiness for emergency They will achieve two purposes. 
e one hand they will force the capitalist countries to keep on increasing 

nse expenses until economic collapse overtakes them On the other hand, 

ere show of force, when time is ripe, will bring about the capitulation of the 
cliques of the countries to be liberated. 


rHE KOREAN WAR 


e important reason that we cannot win decisive victory li Korea is our lack of 
strength. Without naval support, we have » contnne our 

tal attacks along a line limited by sea. Such actions always entail great losses 

are seldom capable of destroying the enemy\ In March 1951 I suggested to 

irade Stalin to make use of the Soviet submarines in Asia under some arrange- 

t that the Soviet Union would not be apparently involved in the war. Com- 

Stalin preferred to be cautious lest it might give the capitalist imperialism the 


ope rations to 


text of expanding the war to the continent. I agreed with his point of view 
ntil we are better equipped for victory, it is to our advantage to accept agre¢ 
ferms for an armistice 
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6. FORMOSA 


Formosa must be incorporated into the People’s Republic of China because of ; rushing ec 
Government’s commitment to the people. If seizure by force is to be a rig Canac 
for the time being, the entry of the Chinese People’s Government into the | a eless COr 
Nations may help solve this problem. If there should be serious obstack i fact. 
immediate transfer of Formosa to the control of the People’s Govern: t She liberation 
United Nations trusteeship over Formosa as an intermediary step could be ta\ F chat event are 
into consideration 

7. INDOCHINA 


We shall give the maximum assistance to our comrades and friends in Ind 
The experiences we have had in Korea should enrich their knowledge in fi 
for liberation The case of Indochina cannot be compared with that of ( 
In Indochina, as in Korea, there is serious intervention of the capitalist bloc 
in China there was nothing so direct and vigorous. The experiences in 
tell us that so long as there is foreign intervention and s0 long as we have no 
support, military operations alone cannot achieve the objective of liberatio 
The military operations in Indochina should be carried out to such an ext 
to make the war extremely unpopular among the French people and to ma 
French and Americans extremely hateful among the Indochinese people 
object is to foree the French to back out of Indochina preferably throug! 
saving means of an armistice Once foreign intervention is out of the p 
vigorous propaganda, infiltration, forming united fronts with the progr 
elements in and outside the reactionary regimes will accelerate the pro: | 
liberation A final stroke of force will accomplish the task ; 2 years may be need | 
for this work | le, 
RUSHING ECONC 


. LLAPSE AND 
8. BURMA, THAILAND, INDONESIA, AND MALAY PENINSULA TRIAL BREAKDOV 


After the liberation of Indochina, Burma will fall in line as good foundat 

has already been laid there. The then reactionary ruling clique in Thailand 

capitulate and the country will be in the hands of the people. The liberati: 

Indonesia, which will fall to Communist camp as a ripe fruit, will complet 

circle around the Malay Peninsula. ao aaa 
The sritish will realize, under these circumstances, the hopelessness of pu | a 

up a fight and will withdraw as quickly as they can. We expect that the ' 

process will be completed in or before 1960 


9. JAPAN AND INDIA 
Genera 


Inake one 
was writl 


By 1960 China’s litarv, economic, and industrial power will be so develo 
that with a mere show of force by the Soviet Union and China, the ruling cl 
of Japan will ¢apitulate and a peaceful revolution will take place. We must hi 
guard against the possibility that the United States will choose to have war at concept. 
this moment She may even want the war earlier. The defensive and offensiv: map ] ju 
preparations of the Soviet Union and China must, therefore, be completed befor not later 
1960. Whether we can prevent the United States from starting the war dep eee 
upon how much success we have in isolating her and how effective is our pea an armisti 
offensive. If the war can be averted, the success of our plan of peaceful p 
tration for the other parts of Asia is almost assured. 

In the case of India, only peaceful means should be adopted. Any emplo) taken pli 
ment of force will alienate ourselves from the Arabic countries and Africa, because he said, 
India is considered to be our friend 


and you 


What we 
10. ARABIC COUNTRIES AND AFRICA litarily 
ve is nigl 
After India has been won over, the problems of the Philippines and the Aral It & = 
countries can be easily solved by economic cooperation, alliances, united fronts The si 
and coalitions. This task may be completed in 1965. Then a wave of revolutio: before 1 
will sweep over the whole continent of Africa and the imperialists and the coloniza- 
tionists will be quickly driven into the sea. In fact this powerful movement ma 
have been under way much earlier ; That he 
With Asia and Africa disconnected with the capitalist countries in Euro The 1 
there will be a total economic collapse in Western Europe There capitulat 

will be a matter of course. force Fr 


jncorpora 


He got 
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11 THE UNITED STATES 


& because of hing economic collapse and industrial breakdown will follow the European 
fas be a Canada and South America will find themselves in the same hopeless and 
Into the less condition. Twenty vears from now, world revolution will be an accom 


rbstack 1 fact If the United States sh 1uld ever start a war, she would do so before 


“Over! eration of Japan, the Philippines, and India The courses of action in 


. 1 } Z 
could | ent are outlined in the memorandum on military aid 


MAO TSE-TUNG'S WORLD REVOLUTION 


GENERAL CONDITIONS 


sinlT; 


ige * I 
that of * VIGOROUS ACTION IN ASIA ~ ABUNDANT HARVEST 
2 . UNTIL CERTAIN OF VICTORY, MUST NOT TAKE COURSE WHICH W 
list: blo¢ * U.S. MUST BE ISOLATED 
* BRITISH MUST BE PLACATED WITH OPPORTUNITIES FOR TRADE 
* FRANCE, WAR WEARY AND AFRAID OF GERMANY, MUST BE EXPLOITED 
have nc + JAPAN MUST BE CONVINCED REARMAMENT ENDANGERS HER SECURITY 


iberatic Uy a 2) ¥ —. 
+h an « ( Ns 2 sr 1973 eam f ¢ ; 

ad to ma f ks 3 | “Coarse i { 

peo le z ; 5 f N ¢ ro ¥ 1965 a 

em 9 fig 3 Ne ST ont or Gueuteno yop. | 

a tg | ERATION, ALLIANCES AND | PED NS 
f the } | j Cnemition | 
| wl 7% 


nces t 


le progr \ 
he j iets 6 . 
if ) pet * A j “ . ae — sEOUS 
| . NTH nan Y vic TORY 
} 47 
4 
9 re we RPORATE, UN TRUS 
y Yomi @, SHIP AN INTERIM MEAS 
z | 
tare . ~ 
RUSHING ECONOMIC 4° / f } Os .., ACE FRANCE OUT BY ARM 
\ LAPSE AND inoUs- -——__ ., ff | T ce FINAL STROKE OF 
RIAL BREAKDOWN } Ci a 2 J _BY 1965 2 YEARS 
> eae rca — 
vd] found i F o p, Pencer PENETRATION ) *CAPITULATE 
l x —s9, 1973 a mae 4 } 
| hailar cy REVOLUTION WILL ORIVE WILL FAI FOUNDATION 
: : | IMPERIALISTS AND COLON |" ALREADY LAIC 
libs rat |_ISTS INTO SEA 
ef - —— | FALL AS RIPE FRUIT 
Lio a HOPELESSLY ENCIRLED 


PREDICTIONS OF MAO TSE-TUNG 


General Srewart. Without stopping to read the details, | want to 
ke one point in reference to this matter. This letter, incidentally, 


9 tne ; written in 1953 by Mao Tse-tung, and purports to be his own 
have wv concept. If you will look in the lower right-hand corner of the small 
oe as map I just gave you, you will see that certain things are predicted 
ihe fi later than 1960. The first of these is—- 

S Our pr armistice advantageous until ready for victory 

aceful 


nd you will note that the line points to Korea. That has already 
hy em] taken place. This was written before it took place, and in the letter 


os, boca said, 


we want in Korea is an armistice and not a 


} 


itarilvy achieve a victory. 


the Ara t is right in the letter. 
ited fro The second thing in that same column that he is going to ace omplish 
f revolut before 1960 is to 


he eolor 
ement 1 orporate Formosa under a U. N. trusteeship as an interim measure 


in Bur That has not occurred. 
The third thing relates to Indochina, to- 


apitulat 
ce France out by an armistice; the final stroke of force withi 


He got the armistice yesterday. 
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The rest of these events, just to indicate, are that “Burma will fa] 
the next one, ‘“Capitulate’”’, refors to Thailand. He says they wilj 

capitulate as soon as they see the force around them, 

In Burma he says the foundation has already been laid, and ther 
is no trouble to be e xpec ted there. 

In Indonesia 


Fall as ripe fruit 


already prepared. 

And then he says down in Malaya that when the British are hope. 
lessly encircled, they will hurriedly withdraw. 

Those are events which he predicts. I won’t take the time to ¢ 
through the rest of his world program, but you will note he predicts 
by 1973 he will have accomplished his objective; and his objectiv: 
stated in the letter, is the isolation of the United States. 

Mr. Chairman, I would just like to point out that I cannot vouc! 
for the authenticity of this document. The record in Congress does 
not state where it came from. But I would like to add that, whet! 
we believe this or not, Mr. Hitler wrote what he was going to do in 


Mein Kampf, and he did it; and the Tanaka Memorial said what th 
Je apanese were going to do, and the Vv did it. 

Here is a man and here is a piece of paper that says what they an 
They have already done part of it, and they 


to do. 
of schedule. 


voing are ahe: ad 


PROMOTION OF FOREIGN POLICY 


Referring to the language of the preamble where it says that on 
of the purposes of this program is to a he foreign policy of t! 
United States, I call attention to the fact—and I assure you that this 
is something that is verified to me every ai ay—that the major inst: 
ment available to the President of the U nited States and the Secret: 

of State for backing up the foreign policy of the United States is th 
military-aid program. We hardly deal with any country that, in t! 
arrangement, we don’t give them a military-aid program. That is 
the purpose of the bill, as stated, and nobody can object to it. But 
we give aid to many countries that, on a pure military basis alone, 
would be somewhat difficult to justify. 

Now here is a picture of what may happen here on thismap. We ar 
all well aware of the de acl y condition or the deadly threat of present 
world conditions, not only to our friends, but to us. We do not knov 
what is going to happen in the next 30 days or the next 60 days or th 
next year 

It seems to me t billion, aside from the other factors I have 
spoken of, to support the President of the United States and 
Secretary of State in meeting the threats that are developed under 
changed conditions that come about, under conditions that are 
predicted on this map alone, to say nothing of other things that car 
happen, is a pretty small price in these dangerous times to ask thi 
Congress and the American people to come up with, to appropriate 
for this program 

I do not for one moment belittle the amount of money as being 
small, but the other side of it is so important to the very existence of 
this country that it seems to me we would be justified in giving the 
President elbowroom, if for no other reason—and I tried to give you 
the other reasons from the point of view of programing. 
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As Senator Hayden so clearly pointed out in conversation a few 
minutes ago, you cannot enter into these negotiations and you cannot 
make agreements unless you have 1 of 2 things: You have either to 
have authorization authority, or you have to have the approval of 
Congress in the form of appropriations. 

That completes my remarks, Senator. 

Senator Dirksen. Now Mr. O’Hara wants to supplement a little, 
| think, what you have said. 


SUMMARY OF OBLIGATIONS AND EXPENDITURES 


Vir. O'Hara. Mr. Chairman, the basic fact as to obligations and 
expenditures in summary is contained on pages 39 and 40 of the first 
volume which I would like to suggest be referred to, although I think 
that they have already been covered by other witnesses. 

{ portion of those applies to the Department of Defense. You 
referred to a $10-billion-unexpended total], and I would like to modify 
that in this way: That that total which is approximately $10 billion, 
or $9,979.1 million, as shown on page 40, is the total unexpended of 
all of the programs contained under the Mutual Security Act. The 
Department of Defense programs, these military assistance and allied 
programs which you have heard presented by General Stewart, have, 
within that overall total, $7.725 billion estimated as unexpended on 
June 30. 

| might add that that estimate was based on a total expenditure 
during the fiscal year 1954 of $3,139.6 million. 

Senator DirksEN. That is $7,725 million? 

Mr. O’Hara. Yes, sir. The actual figures of expenditures have 
now been released on the Treasury mid-month report, and while they 
are preliminary, I think it is important to note them here —that those 
are $3.222 billion, approximately $75 million more than the estimate 
here. 

1954 AND 1955 EXPENDITURES 


Senator Haypren. Am I correct here, Mr. Chairman, in assuming 
that the actual money paid out of the Treasury in the next fiscal 
year will be approximately the actual amount of money that has been 
paid out the past year? 

Mr. O’Hara. Approximately, sir; we expect approximately the 
same rate of expenditure in the coming year. 

Senator Haypren. Roughly $3.5 billion? 

Mr. O’Hasrs. For the military program we estimate $3.4 billion, 
or in that neighborhood. 

Senator Haypren. I say that, Mr. Chairman, because in talking to 
taxpayers as to what he has to provide out of his pocket in the year, it 
is about that sum of money, and not $7 billion or $8 billion or $10 
billion as he would think if the whole amount that has been obligated 
was liquidated in 1 year. 

Mr. O'Hara. Yes. 

UNOBLIGATED BALANCE 


I would like to refer to the record previously, in which we have 
provided two statements, one of which shows the total unobligated 
balance estimated on June 30, 1954, which is the same figure of $2.539 
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billion as shown on that table on page 39, sir. 
ever, there is included in our unobligated balan 
has already been spent in dollars, but on which, 
modity disposal, the local currency will be employed in subs; 
years. That is in the amount of $81.4 million for payments on offs! 
procurement contracts. 

And last, there was a table in Admiral] Radford’s te 
gave worldwide the amount of the curre 
reported date of May 31, 1954. y hich showed for the 
and for each of the major areas included in this act, the amount 
unexpended and unobligated balances for the program to date 


lave copies of that, if the members would be interested in se, hg 
them, and | will provide them here. 


(The tabulation referred to follows:) 


LOTS 


stimony whic) 
nt status on our latest fy)) 
world as a who), 


DEPARTMEN? OF Derr ENSE 


Matus of ava able f inds. m utual defense assistance anatlability, expenditure 
obligations, as of May a1, 195 , 
(In millions of dollars} 
As of May 1 


Total Europe Near East 


and Africa | * 8° East \ 


Available fund 17, 990.3 | 13,290. 9 1, 791.1 2. 795.0 
Expended 41, 896.0 7, 555. 9 035, 4 1, 366. 7 
Unexp. led 8, 094.3 5, 743.3 855. 7 1, 428. 3 
Obligated 14, 769.3 | 11, 340.2 11, 375.7 995. 2 
Unobligated 3, 221.0 1, 959. 0 415.4 799.8 

A djusted—Reflect eliminat m of reimbursabk bligatior 73.6 million, and $4.6 Million ob} 
com parative transfer 


PROPOSAL TO COMBINE MILITARY AND REGULAR FUNDS 
Mr. O’Hara. 


Basically, 
of the programs 


the need for money 

that have been presented. 

best estimate, of the total of those programs. 
These programs are the progr 

thorizing committees in the Ho 

authorizing bills were presented. 
That is about all ] have to add, sir. 
Senator Dirksen. General, a question 

proposal that had been advanced at some 

it is not too clear in my mind, to combine 

the regular funds. and then account for them on a cash-and-carry basis 


General Srewarr, | would like for Mr. O’Hara to answer that 
because he knows exactly what the answer is on that. 


Mr. O’Hara. The proposal was made in a letter from the Director 
of the Bureau of the Budget, Mr. Hughes, to the Chairman of thy 
House and Senate Appropriations Committees, and was responsive 
LO & provision in the report of the conference committee on the De- 
fense Appropriation Act of 1954. In that report the conference 
committee had called for a study to be made of the accounting in 
the military assistance program by the Foreign Operations Adminis- 
tration, the Bureay of the Budget, the General Accounting Offi: 
and the Department of Defense. 
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RECOMMENDED LANGUAGE AND PROCEDURES 


llowing that study, this report which Mr. Hughes transmitted 
vas sent to the Senate, and recommended certain language and 
ertain other procedures, which were basically three: 


“NO-YEAR’’ FUNDS 


First, there was a provision whereby funds would remain available 
util expended, so that their term of life and method of use could 
parallel that of our own military departments in their military pro- 
surement, where they also have ‘‘no-year’’ funds. 


SINGLE APPROPRIATION WORLD-WIDE 


The second proposal was for legislation to provide for one single 
appropriation worldwide, rather than appropriations for each of the 
areas, because the final determination as to destination of material 
was made in the light of United States security interests at the time 
ihe material was available, and frequently might mean that material 

nally bought for country A in title A might go to country B in 
tle B, because our security interests would be better served by such 
delivery. 


\PPORTIONMENT OF FUNDS AS ANTICIPATED REIMBURSEMENTS 


(nd third, in order that the expenditures and the basic reporting 

ht be more nearly geared to this actual performance in the light 
f the general security picture at the time of delivery, that the ac- 
ounting be modified so that expenditures were made for material at 
the time of delivery, and that advance procurement be authorized 
to the services through apportionment as anticipated reimbursements 
of these funds appropriated under Mutual Security. 


CONFERENCE ACTION ON LANGUAGE 


The language to effect that last step was proposed for inclusion in 
the Defense fiscal year 1955 Appropriations Act by the Senate Appro- 
priations Committee. It was eliminated in conference as being more 
properly for inclusion in the Mutual Security Appropriation Act, 
according to the information that was given to us in the Department 
of Defense. 

That language, we feel, would make a major improvement in the 
operation of the accounting end of this business. It would give a 
much clearer picture of the extent to which the taxpayer’s dollars 
were spent for aid in particular areas than does the present one, which 
is based upon the time in which contracts require payment, and not 
upon the time when the material leaves the control of the United 
States, and thereby represents an asset put to use in implementing 
our foreign policy in military security matters. 
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EFFECT OF AUTHORIZING LANGUAGE 


Senator Dirksen. Thank you, Mr. O’Hara. 

If that authorizing language were included and you did modify 
your bookkeeping approach, would it not make a difference in the 
funds that are needed, on the ground that the military would ther 
actually be carrying the cost of the lead time involved? 

Mr. O’Hara. In the sense of the amount to be expended in the 
particular fiscal year, I should say that in the first year, at least. and 
possibly in the first 2 years, it would make a major reduction both ip 
expenditures and obligations. 

Nothing in the way of any such procedure, however, would redico 
the total bill, providing all of this materiel programed were delivered 
There might be an effect from a price change; in anything that had » 
reduced price, and there would be a downward effect; in anything 
that had an increased price, there would be an upward effect. 

In the past, we have had such price change savings, and when they 
have accrued—and I would call your attention to this fact very par- 
ticularly, which is shown on page 6 of the big book—we have applied 
the savings generated from price changes in the original programs to 
the extent of $359 million in developing programs for fiscal year 1954 
as they were presented to you. 

Senator Dirksen. General, it might be well, I think, to includ 
the record this table which has been prepared, with respect to th 
available funds as of May 31, because it does set it out by areas, and 
gives a clear picture of it. 

Without objection, we will insert that in connection with your 
marks and those of Mr. O’Hara. 

(The table referred to appears on page 280.) 

General Srewarr. I am glad that you have included that. 

Senator Dirksen. If there is nothing further, we will ask D: 
FitzGerald to come up to the table. 


DISPOSAL OF AGRICULTURAL SURPLUSES 


Senator Dirksen. Now, in the authorization act last year it was 
the hope of Congress that we might make inroads upon our pile o! 
agricultural surpluses to our own advantage, and to the benefit and 
advantage of other people. So we gave you a direction that not less 
than $100 million, or no more than $250 million in agricultural sur- 
pluses should by means of agreement and direct and indirect efforts 
be made available, accepting in payment local currencies, and ii 
every case doing so at a price that was consistent either with the 
world market or the condition that obtained in some other country 
and insofar as practicable to make this distribution through privat 
channels. 

Then of course we had one or two other objectives in mind. One 
was to develop new market areas for our products, and a second on 
was insofar as possible to improve our own stockpile of critical and 
strategic materials. So with that foundation, I wonder if you could 
not advise the committee of the operations under section 550, and 
you will probably want to tell us what you see ahead, smce this tim: 
it appears that the House, instead of sticking the agricultural provision 
in the rear of the bill, it started right out with section 101 and put it 
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in front to indicate that it should probably have primary 
mphasis. 


OPERATIONS UNDER SECTION 550 


Mr. FrrzGreraup. Mr. Chairman, in respect of operations under 
ection 550 last year, we were able to utilize $245 million of the $250 

lion maximum authorized by that section to purchase from Ameri- 
can suppliers surplus agricultural commodities which were then sold 
broad for local currencies. 

We believe that the operations under section 550 substantially 
arried out the instruction of the Congress. In respect thereof, as you 
snow, Mr. Chairman, no special funds were authorized. The dollars 
hat were required to pay American suppliers for agricultural commodi- 
ties in the first place were to be obtained, and were obtained, from 
ppropriations for other purposes. 

In pursuance of the interest of the Congress, the $245 million which 
vere used for the purchase in the first instance of surplus agricultural 
ommodities were obtained in considerable measure—some $207 
nillion of the total—from MDAP appropriations and the balance 
from nonmilitary appropriations. 

USE OF LOCAL CURRENCY 

In the use of the local currency, some $81 million equivalent in 
ocal currency was returned to the Department of Defense for use in 
lacing offshore procurement contracts. The balance of the local 
irrencies, that is—the difference between $207 million, which was 
sbtained from M DAP appropriations, and $81 million equivalent which 
as returned, was used for a variety of the purposes provided by sec- 

550, ineluding partial financing of the additional military build- 
of the Royal Air Force in the United Kingdom 
\GRICULTURAL TRADE DEVELOPMEN' 


AND ASSISTANC!I ACT 


{s the committee also knows, the Congress has in the last 2 or three 
eeks passed, and the President has signed, a new agricultural trade 
velopment and assistance act. The provisions of that act bear in 
many respects a substantial similarity to the provisions of section 550 
the mutual security legislation of last year 

The act of which I just made reference does, however, provide for 
ts own source of funding. It authorizes in the first instance the use 

Commodity Credit Corporation funds which are later to be reim- 
bursed to the Commodity Credit Corporation through an appropria- 
tion of the Congress. 

Reference is made to the Agricultural Trade Development Assist- 
ince Act in section 402 of the proposed mutual security bill. As that 
section indicates, the program which I will discuss very briefly with 
ou for using agricultural surpluses under the Mutual Security Act is 
to be in addition to those programs which were developed under the 
\gricultural Trade Development and Assistance Act. 

The House has earmarked its version of section 402, $500 million 
for use in the purchase of surplus agricultural commodities in the 
\futual Security Act. The Senate Foreign Relations Committee, as 
| am sure you know, Mr. Chairman, authorized $350 million to be 


armarked for that purpose. Those funds will be used, Mr. Chair- 
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man, to purchase agricultural commodities in the United States 4, 

be furnished to countries with which we have programs for th: Dur 

poses, insofar as it is possible to do so, of achieving the partic, 

objective or program for which the dollars are originally to be app» 

priated. 
PROGRAM FOR BERLIN 


For example, you may remember, sir, that we have a proposed pro- 
gram for Berlin in this current request. We would contemplate unde; 
this legislation purchasing United States agricultural commodities 
selling those agricultural commodities in Western Germany, thereh 
developing the local currency that we need to carry out our program 
of investment loans and other activities in West Berlin. 

We have for consideration in this bill a proposed program of $75 
million for the purchase of aircraft to expedite and speed up the im- 
provement of the Royal Air Force of the United Kingdom. Again 
if that program is approved by the Congress, we would propose to 
use the $75 million in the first instance to buy surplus agricultural 
commodities in the United States, deliver those for sale in the United 
Kingdom, and use the pounds so generated to place the orders for 
the aircraft. 

QUESTIONS ON SURPLUS PROGRAM 


Senator Dirksen. Dr. FitzGerald, let me make this suggestion. | 
have an idea because of the widespread interest in this whole surplus 
program that the first question that would be directed to the con 
mitee on the floor would be this: They would say, we gave authority 
to FOA to spend between $100 million and $250 million using local 
currency in order ultimately to get rid of agricultural products. That 
is what they will say to us. They will say, tell us how much was 
actually spent, what were the commodities, and where they went 
and in the case of local currencies, how were the local currencies u 
That will be the first broad question. 

Then the second broad question will be, how much do they want 
for fiscal 1955, under the Foreign Aid Act, and if there is any supple- 
mentation what is propdsed to be done under the Agricultural Trade 
Development and Assistance Act. 

So roughly I think our problem will fall into those three broad 
frames. 

I wonder if we cannot nail down now this $245 million item. Y: 
got pretty close to your maximum. 

Dr. FirzGera.p. Yes, sir. 

Senator Dirksen. So we will be able to say they did actually utiliz: 
the authority up to $225 million which is an excellent record, since 
there was a maximum of $250 million in the first instance, so now sinc 
you have disposed of $245 million in fiscal 1954, just break down 
rather concretely for us what countries and what commodities, and 
how the money was used. 

Dr. FirzGeraup. Yes, sir. 

Senator Dirksen. You can do this along broad lines. 
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PROGRAM RELATED TO COUNTRIES INVOLVED 


Dr. FrrzGeraup. The details in respect of the countries involved 
e shown on page 16 of this unclassified submission and you may 
ash. Mr. Chairman, to have that included in the record. 
Senator Dirksen. Yes, without objection, since this is not classified 
erial, we will insert page 16 of the book No. 1 in the record at 
pose his point. 
late un Che information referred to follows 
nmMo¢ 


V, thi 0 local currency program—source of dollar funds and planne 


r provrar currency 


{In thousands of dollars 
im. of] 
Dp the : Source of dollar funds—1954 | Planned use of local currency 
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COMMODITIES HANDLED UNDER PROGRAM 


Dr. FirzGeraup. The third column in that table, Mr. Chairman, 

ws country by country the distribution of the funds, that is, of the 
$245 million. The largest, as you see, is the United Kingdom with 
$72,250,000; Japan is second, and there are a number ranging from 
ten to twenty-five million. 

Senator Dirksen. Is there a comparable table showing the com- 
iodities that were handled under this program? 

Dr. FirzGeraup. There is on page 451 of the larger book, an 
unclassified page containing two charts. 

Senator Drrxsen. That is unclassified, too, is it not? 

Dr. FirzGeraup. Yes. 

Senator Dirksen. I think that would be reproduced for the 
record at this point. 

(The charts referred to foliow:) 
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MUTUAL SECURITY APPROPRIATIONS, 1955 
BREAKDOWN OF COMMODITIES BY COUNTRY 


Dr. FrrzGeraxtpv. The left-hand chart shows, commodity by com- 


lity, the breakdown of the $245 million. The right- hand chart 


ws not only the countries involved, but also a breakdown, country 


intry, of the commodities involved. 
ator Dirksen. Bread grain will mean, of course, preponderantly 


wheat 


Dr. FirzGerap. Yes. 

Senator Dirksen. Then cotton comes 
ator Dworshak raised a question about tobacco the other day, 
ight refresh him on the fact that there is $38% million of tobacco 

at enters into this surplus-commodity program. 

‘he fats and oils—I presume that is in variety, 
lard -and soybean oil. 

Mr. FrrzGerawp. Yes. 

Senator Dirksen. Yes. The meats would be mainly what? 

Dr. FirzGeratp. Meats are primarily low-grade Commercial and 
ner and cutter meats. Fruits are both fresh and canned fruit. 


next, and then tobacco. 


sO 


cottonseed oil, pea- 


REQUESTS FROM COUNTRIES 
nator Dirksen. I notice as you go on to the right-hand chart on 
52 that in the case of some of these countries, it involved only a 

Was there an initial request from the countries in 
or was some proposition made to them? 
both ways, Senator. I would say that 
st for it on the 


le commodity. 
first instance, 
FirzGerap. It worked 
more than half the instances there was an initial requ 
t of the country and frequently, including more, or other commodi- 
es than those for which sales were finally completed. You will 
member, sir, that in the case of section 550 last vear, there was a 
rovision that the sale be in addition to the sales that country would 
rmally make from both the United States and other friendly sources 


Senator Dirksen. You mean purchases. 

Dr. FirzGeraup. Yes, sir. Purchases by the countries. So in a 
mber of instances, requests were made under section 550 that did 
The sale would not have been an 
a substitution for what they 


uld otherwise purchase, and had intended to purchase. 
These represent, I think, in substantial measure, sales of agricul- 
‘al commodities which were in addition to those that would other- 


vise have been made. 
ITALIAN GRAIN CROP 


{s it happened last year, Italy had an extraordinarily good grain 
It had a wheat crop of about 8,800,000 tons, which is almost 
As a consequence, the 


As you know, it is also : a 


crop. 
enough for its own consumption requirements. 
mports of wheat were negligible last year. 

major producer of olive oil and subsi: antially meets its own require- 
ments for fats and oils. Their cotton was last year the only com- 


modity of consequence in which it was possible to develop a program 


of additional imports. 


60226—54——_19 
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Senator Dirksen. I think, Doctor. that makes pretty clear th « modities whi 
of your program and its breakdown as between COMMOdItirs gy, transactions — 
countries. Now, what about the local currencies? 


PRICES PAID AMERICAN PRODUCERS 
Senator D 
Senator Haypen. Before that, I would like to ask, how were thy cram during 
prices paid to the Americans who furnished these products dete.’ Dr. FrrzG 
mined? Senator D 
Dr. FirzGeraup. The sales were made on a commercial basic Dr. FrrzG 
Senator Hayden. What we did in the case of the section 550 trans. Senator D 
actions was to issue, after agreement had been reached with the im. pytside of th 
porting country, a procurement authorization under which importers Dr. FirzG 
in the importing country made offers to suppliers in the United States HJ tons, around 
for the commodities concerned. If the Department of Agricultur Senator DL 
had an export program in that commodity, it, of course, was taken jn) surplus com 
account when the importer from the importing country made an off Dr. FrvzG 
to a United States supplier. from the ste 
the surplus « 
Senator L 
and I know 


PRIVATE TRANSACTIONS 


Senator Haypen. Then it was a private transaction between {| 


bushels of si 
importer in the foreign country and the American supplier. Thy Dr. Frrat 
agreed upon the price? Senator L 
Dr. FirzGeraup. They did: ves. sir. wheat for sl 
Dr. Firat 
have happe! 
cram becan 
Dr. KirzGy RALD. That would be correct, sir, unless it can: had to take 
course, as it n ight under those circumstances, from the stocks of th, it back ins 
Commodity Credit Corporation. By movi 
Senator Dworsnuak. Did not all of this come from the stocks necessity of 
CCC? Senator 
Dr. FirzGeraup. Practie: than proba 
CCC. determining 
Senator DworsHak. Why not? concerned, 
Dr. FirzGrraup. For two reasons. carryover, | 
Senator DworsHak. Y surplus. 5 
sent overseas under the taken off tl 
of wheat o 
run it wou! 
Dr. Frrz 


Senator Haypen. If this had been a Governn ent operation it wou! 


have to be competitive bidding to determine who would supply 


< 


given quantity of wheat or cotton or whatever it may be? 


lly none of it came from the stock: 


‘ou mean to say that this wheat that w: 
section 450 program did not come from surplu 
wheat stocks owned by the Government? 

Dr. FirzGrraup. As far as I know. sir. none of it came from CCC 
stocks. There may have been 1 or 2 small transactions. 
SURPLUS WHEAT STOCKS IN UNITED STATES 


Dr. FirzGeraxp. It did not for two reasons. First of all the sur- 
plus of wheat in the United States is not confined to those stocks which 
at any given time the ( ‘ommodity Credit Corporation mayown. Thi 
surplus stocks of wheat in the United States are in the hands of Com 
modity Credit Corporation, in the hands of the private trade, in th Senator 
hands of farmers perhaps under loan. We are under instructions from price of th 
the Congress wherever it was possible to use private trade channels Dr. Frrz 
in the mutual security program. We were able to combine the in- 
ate trade channels and to ship surplus 
commodities, not necessarily commodities in CCC hands, but Com- 


Senator 
price is co 
you pay fo 

Dr. Frrz 


: : Senator 
structions of Congress to use priv 
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‘lear 


ties which would otherwise have landed in CCC hands by the 
L0dil : 


nsactions which we concluded under section 550. 
TOTAL WHEAT INVOLVED IN 1954 PROGRAM 


Senator DworsHak. How much wheat was involved in this pro- 

ww Were t! gram during 1954? 

lucts dete Dr. FirzGeraup. $72 million worth. 

: nator DworsHak. That is enough; $72 million worth of wheat? 

reial FirzGerap. Yes, sir. 

1900 trans. Senator Dworsuak. And you purchased that wheat from sources 

ith the im. J yuiside of the stocks owned by CCC 

h importers Dr. FirzGeraup. We did; sir, yes. That would be about a million 

ited around 35 million to 40 million bushels. 

Agricu enator DworsHak. Why was not that wheat procured from the 

3 take ‘lus commodities owned by the Government? 

FivzGERALp. Senator Dworshak, in our opinion it was procured 
i the stocks in this country which in the aggregate contribute to 
surplus of that particular commodity. 

Senator DworsHak. No, that is not the point [am making. You 
nd I know that the Government owned—I cannot say how many 

iels of surplus wheat 
Dr. FrrzGeraup. Over 600 million. 
Senator DworsHak. Very well. Why did you not take some of that 
ut for shipment under this program? 
Dr. FirzGeraup. Because if we had done that, sir, all that would 
e happened is later on in the year when the price-support loan pro- 

gram became due, Commodity Credit Corporation would merely have 
had to take over from producers a similar quantity of wheat, and put 
it back in stock. 

By moving directly from private trade channels, we avoided the 
necessity of routing all that grain through CCC hands 

Senator Dirksen. Doctor, you are proceeding on a larger basis 
than probably what Senator Dworshak has in mind, namely, that in 
dotenieaiadiena finally what is surplus so far as the whole country is 
concerned, you measure the consumption, the expected export, its 
carryover, and then you arrive at a figuie; whatever is above that is 
surplus. So that whether it comes out of Government account or is 
taken off the farm or out of a storage elevator, if we have a quantity 
of wheat over and above export consumption of wheat in the long 
run it would not make much difference where you got it. 

Dr. FrrzGeravp. That is correct. 


ide an off Di 
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PRICE PAID FOR WHEAT 
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Senator DworsHak. It would, would it not, so far as competitive 
price is concerned? If you purchased commercial wheat, what did 
you pay for it? 
ae Dr. FirzGreratp. We paid the going market price. 

3 Senator Dworsuak. How did that compare with the per bushel 
sh: 7 price of the wheat acquired by CCC? 

ne Dr. FirzGeraup. It was very substantially less per bushel. 


the i , ] 
: rm Senator DworsHak. What was less? 
SS rp! 1s 


it Co 
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Dr. FrrzGeraxp. The price that was paid commercially wo 
substantially less than the price per bushel which Commodity Cre¢; 
has invested in the stocks that it owns. in 

Senator Dirksen. So you got more wheat actually for the 
amount than if you had purchased CCC stocks? 

Dr. FirzGeraup. Yes; although CCC could, if its policy so per. 
mitted, sell to us at the market price. rod 


san 


CCC SURPLUS STOCKS 


Senator Dworsnax. Did CCC have surpluses of all these con 
modities, bread grains, tobacco, fats and oils, and so forth, and the 
item of ocean freight? 

Dr. FrrzGrrap. Not all of them. 

Senator DworsHak. How did you qualify those items where the 
were no surpluses under this program? 

Dr. FirzGerarp. We relied upon the advice of the Department o! 
Agriculture as to what commodities in the United States, not neces. 
sarily in CCC stocks, were surplus to the requirements of the domest 
economy, and the requirements of normal exports. 


rOBACCO STABILIZATION CORPORATION 


Senator DworsHak. Are you trying to justify on that basis approxi- 
mately $20 million worth of tobacco for the United Kingdom? 

Dr. FrrzGerauip. Yes. However, as you probably know, Senator 
there is a fairly complicated situation in respect to tobacco, whereby 


there has been established a Tobacco Stabilization Corporatio 
which pays farmers for surplus tobacco and holds that surplus tobacco 
in its name, rather than in the name of the Commodity Credit Corpo- 


ration. Technically, while Commodity Credit Corporation owns | 
stocks of tobacco, they have financed stocks of tobacco held by | 
Corporation. 

Senator Dworsnax. What was the primary objective of this 
program? ‘To furnish tobacco for users in the United Kingdom, is 
it not possible that you could have furnished tobacco free for smokers 
in this country under that same kind of theory? 

USE OF STERLING DERIVED FROM TOBACCO SALE 

Dr. FirzGeraup. We did not furnish tobacco free to users of tobacco 
in the United Kingdom. They paid sterling for it. The sterling 
was used as indicated on the chart on the right-hand side of page 451 
In the case of the United Kingdom all of the equivalent in sterling 
of the sales made under section 550 will be allocated to and used b 
the Defense Ministry of the United Kingdom for the payment of 
military expenditures and other production in the United Kingdom. 

Senator DworsHak. You are contending, then, if you did not follow 
this procedure, the United Kingdom might have made a request 01 
demand upon the United States for an equivalent amount of mone} 
to be used for military purposes? 

Dr. FrrzGeravp. Yes, sir. In substance that is correct. If th 
United States had not felt it desirable to make this financing availa)! 
the United Kingdom defense effort would have been, we are quit 
sure, correspondingly less. 
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Senator DworsHak. Will it be you or Mr. Voorhees who will give 
e details of how that money was expended for military purposes? 
Dr. FirzGeraip. We can give you that, sir. It was not used by 
Defense Department for the direct placement of offshore procure- 
contracts in the United Kingdom. Rather, it was made avail- 
from time to time to the United Kingdom treasury, and released 
the United Kingsom treasury to pay for bills that were submitted 
United Kingdom producers. 
Senator Dworsnak. Of what? 
Dr. FirzGeraup. Of military equipment. We can get you the 
mplete list if you like. 
Senator DworsHak. Can you not give us a brief estimate for 
lanes? 
Dr. FrrzGeraup. It was used in part for airplane production, in 
for Army equipment, for artillery and related weapons. 


COMMITTEE STAFF REPORT ON AIRCRAFT INDUSTRY 


Senator DworsHak. You are aware of a report made by a member 
of the committee staff charging that much of this money was diverted 
by Great Britain under the label of military assistance, actually for the 
levelopment of and subsidization of the building of commercial 
aircraft? 

Dr. FirzGrraup. I was here at the time that statement was made. 

Senator DworsHak. What have you to say about that? 

Dr. FirzGrraup. So far as our information indicates, sir, no such 
diversions took place. As Governor Stassen said the day before yes- 
terday, if it is appropriate for us to have a copy of the staff report, 
we would be glad to follow up vigorously in any investigation or 
action that needs to be taken. 

Senator DworsHak. It is apparent that either the staff is entirely 
wrong, or the FOA is wrong. We do not know which it is. 

Dr. FirzGrraup. That is a fair conclusion. 

Senator Dirksen. No; I would say, Dr. Fitzgerald, that both of 
them are right for this very good reason. 

Senator DworsHak. You do? 

Senator Dirksen. Yes; because, if, for instance, ¢ country pro- 
gramed $100 million for muitary airplanes and then after some figur- 
ing and discussion with the Chancellor of the Exchequer they said 
that is too big a load, so we will just reduce that to $50 million, then 
we come along and supplement with $50 million, that just means that 
if they wanted to use the original $50 million difference that they had 
programed and took out, they could then use it to build Comets for 
ther commercial airlines, going into southeast Asia. 

So I think in a sense you might think that a subsidy here was 
inexorable if you want to look at it in that fashion. If somebody 
comes along and says, “Look, here is $50 million,’ and they say, 
“We are going to spend that $50 million for military planes,” and our 
advisers decide they would not, so we will spend the $50 million we had 
in mind for commercial purposes, since that little hole in our budget 
has been nicely filled up. 
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STATUS OF COMMERCIAL AND MILITARY CRAFT 


Senator Dworsnax. Is not there some conflict and confusion 
cerning the status of military craft and commercial craft? 
we may want the aircraft industry 
profitable, I do not think j 
country to subsidize th 
competition with our own airpl 
not rationalize on that. 
on that. 

Senator Dirksen. | say both are right in the 
finally decide that that amo 
for military planes because 


ane producers in this country. | 
Maybe it j 


Can. 
is true, but I cannot rationaliy, 


sense that. if vou 
int of money you are not going to spend 
you get help from the outside, there jc 
actually available that amount of money for other purposes, including 
the construction and subsidization of commercial aireraft. I think the 
arithmetic of the situation compels that conclusion. 

Dr. FirzGerap. | think the Sequence of facts in respect of this 
particular British aircraft program is not, however. quite as yoy 
suggested it might be. It could have been that way, I fully recognize 
As a matter of fact, the British worked out their budget, allocated 
the resources, the pounds, they had available before we discussed 
with them an expansion and a speeding up of their military-aircraft 
program. If they had allocated $50 million for the subsidization of 
commercial airplanes, they did that before we discussed with them t}y 
more rapid expansion of their military-plane industry. 

‘ou might argue that what we should have done was to talk them 
out of that particular distribution of their Own resources into another 
distribution of their own resources. What we did was to sit down with 
the British after they had worked out their own program and said if 
you will agree to expand your British aircraft production for your 
military establishment we will then furnish you the equivalent in 
pounds of the dollar value of the surplus commodities. 


EXPLANATION OF PROGRAM 


Senator Dirksen. It is like the family 
operation on a member of the family and suddenly an uncle comes 
along and takes care of it, and the mother says to the husband of the 
family, “That leaves us in a little easier circumstance; now we could, 
if we squeezed it a little, make a downpayment on a car.” 

Senator Dworsnak. That is about as plausible, I think, Mr. Chair- 
man, as the explanation of this program. 

Dr. FirzGera.p. The uncle came along and then the family said, 
by gosh, my child needs a pair of glasses, 
tunity of getting a pair of eyeglasses. 

Senator Dirksen. Maybe my example was on the extreme side. 

Senator Dworsnax. The taxpayer of this country that ultimately 
pays for those glasses probably cannot afford to buy a pair for his 
own family. 

Senator Dirksen. There was another step in that all-inclusive 
question I asked a while ago, and that is what happened to the money. 
On page 16 you break down pretty well how the money derived in 
local currency by these exchanges of surplus commodities. I do not 


think we ought to go into it in great detail. I see Afghanistan has 
used it for economic aid. 
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Dr. FirzGerawp. Yes, 

Senator Dirksen. There is an interpretive mark. That is the 
5 million for Finland. 

Dr. FirzGeravp. That is correct. 

Senator Dirksen. So, generally speaking, the funds so generated 
have in different cases and in different countries been applied to 
chnical cooperation or economic aid, which would embrace five 
ountries, and then to defense support and finally to military assist- 
Let us see now, we have an 
Dr. FrrzGeravp. Yes, sir 
Senator Dirksen. $40 million went to military assistance in Japan. 
Dr. FirzGerawp. Yes, sir. 

Senator Dirksen. And generally speaking that was what 

, navy? 

Dr. FrrzGeratp. Perhaps General Stewart can comment on it 
ecifically. This $40 million was the yen equivalent which is being 
leased to the army as they need it to pay for offshore procurement 
tracts in Japan. 

Senator Dirksen. I do not know that we need too much detail. 
ou have $18,200,000 for Italy. 


item of $40 million. Is that Japan? 


, aircraft, 


PAYMENT FOR OFFSHORE PROCUREMENT ITEMS 


ry. FirzGeraup. All of the items in that military assistance 
olumn, Mr. Chairman, are local currency equivalents of these num- 
bers of dollars which are transferred to the Department of Defense 
for use in paying for offshore procurement contracts of end item 
equipment in the countries indicated. 

Senator Dirksen. We have been discussing the United Kingdom. 
That is $60 million for defense support. 

Dr. FrrzGerautp. Those funds all are being used by the Depart- 

ent of Defense, by the ministries of defense, in the United Kingdom 
or the purchase of military hardware from United Kingdom suppliers. 

Senator Dirksen. I think this breakdown shows the picture pretty 


well, 


EARMARKED FUNDS FOR PURCHASE OF AGRICULTURAL SURPLUS 
Now, in the new authorization bill, you are directed by the Congress 

to earmark not less than $350 million for the purchase of surplus 

apricaibenel commodities. I note in the committee report it says: 

It is made clear that this is in addition to surplus commodities transferred 

ier the Agricultural Trade Development and Assistance Act of 1954. 


u 


Do you have in mind a program as to the general distribution of the 
$350 million for fiscal 1955? 
Dr. FirzGerap. Yes, sir; 


we do. This table which I have just 
handed you, Mr. Chairman, indicates by countries by the source 
from which the dollars will come and the commodities it will be 
anticipated they will be used to purchase in the distribution of the 
$350 million. 

Senator DirKsEN. 
at this point. 

(The information referred to follows:) 


This breakdown will be inserted in the record 
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use of surplus agricultural commodities for fiscal year 1955 under the 
Mutual Security Act of 1954—Continued 


Value (mil- 


ea and country Source of dollars Commod : as 
lion dollars) 


t, Africa, and South 
ntinued 
Formosa) . .. Title 1, ch. 3, sec. 131 (b) (3), | Bread grains 
$42,500,000. Fats and oils 
Cotton... 


Total 


Fats and oils 
Coarse grain 


rotal..... 


Bread grain 
Fats and oils 
Coarse grains 
Cotton 


ree: Foreign Operations Administration, July 23, 1954, 
AGREEMENT DISCUSSIONS 


Senator Dirksen. Let me ask this in that connection. Have these 
agreements been reached with these countries, or are they in process 
it this time? 

Dr. FrrzGrrauip. They have not been reached, and there is no dis- 

ission with the countries with respect to these proposals since we 
have no authorizations from the Congress yet. 

Senator Dirksen. This is on the basis of field reports which have 
ome back? 

Dr. FirzGeraup. That is correct. 

Senator Dirksen. Which you have put together? 

Dr. FrrzGrraup. Yes; that is correct. 

Senator Dirksen. And insofar as you can see at the moment, this 
s probably the way you will lay out the program to encompass the 
sale of not less than $350 million of surplus commodities? 

Dr. FirzGeraup. At this stage, Mr. Chairman, this is what we call 
in illustrative program, because conditions may develop during the 

urse of the year in which assistance to country A will be less than 
anticipated now, to country B it might be more than anticipated now, 
and other unforeseen conditions may affect the actual utilization of 
the $350 million. 

At the moment this is our best estimate of how the distribution 
would be made by commodities and by countries. 
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PROGRAM SUBJECT TO MODIFICATION 


Senator Dirksen. So this, of course, is subject to such modificatio 
as may develop, depending on whether agreement is or is not rea 
Then, too, countries can finally determine that instead of taking 
they would rather have fats and oils. So we should make it cle: 
the record that in every case this is going to be subject to 
modification. What you endeavor to do here is to show how } 
you hope that you can spend that minimum of $350 million. 

Dr. FirzGeravp. That is correct, sir. I should like to add 
this estimate is based upon the assumption that the Congress 
see fit to appropriate not less than the amount that the Fo 
Relations Committee has authorized. 

Senator DworsHak. Doctor, is this all surplus commodities? 
heading says, “‘Proposed Use of Surplus.”’ 

Dr. FirzGeraup. Yes; it is. 

Senator Dworsnak. There is not an item on this list that is 1 
in surplus as of today? 

Dr. FirzGeraup. As of today. 

Senator DworsHak. You mean commodities actually owned by 
CCC or just adjudged to be surplus as far as normal demands arn 
concerned ? 

Dr. FirzGerarp. The latter, sir. We rely upon the advice of th 
Department of Agriculture as to what those commodities are. 

Senator Dworsnak. Then CCC does not actually own any fruits 
or fats and oils. It is just the discretionary conclusion of the FO.A\ 
that these particular commodities requested by these countries 
under this program could be said to be in surplus status in this country 

Dr. FirzGerarp. That is correct, sir. The Commodity Credit 
Corporation does own some fats and oils. It owns a substantial 
quantity of cottonseed oil, as you know. It does not happen to own 
any lard, for example. 

SURPLUS FRUITS 


Senator Dworsnak. What fruit, for instance, is now in surplus? 

Dr. FirzGeraxp. I would have to ask the Department of Agricul- 
ture. Last year dried prunes, canned apricots and peaches, fresh 
oranges, and apples were all in surplus. 

Senator DworsHax. If some of these countries should think 
they wanted some caviar, and it was not in surplus in this country 
you still would have the discretionary authority to declare that a 
surplus commodity? 

Dr. FirzGerap. Sir, that would be up to the Department of 
Agriculture, and I doubt very much if they would declare caviai 
surplus. 

Senator Dworsnak. But you have that authority, have you not? 

Dr. FrrzGeravp. In theory, yes. 

Senator DworsHaKk. That is all. 

Dr. FrrzGrravp. In practice it would not work that way. 

Senator DworsHak. It could. What you have told us indicates 
that you are not guided essentially by what surplus commodities are 
owned by the CCC. For instance, do you have any butter and cheese 
in this list? Did you have any in 1954? 

Dr. FrrzGrraup. Yes; we did. 
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Senator DworsHak. How much? 

Dr. FirzGeraup. We had $6 million worth of butter. 

nodifir Senator DworsHaKk. Out of $250 million? 

ot re: Dr. FrrzGeravp. That is correct. 

aking Senator DworsHak. And the CCC owned what? 

It cl Dr. FirzGeratp. About 250 million pounds, I believe. 

Ct to Senator DworsHak. More than that; but all right. So you saw 

how o use 5 million pounds. How about any other commodities? 
low about cheese and dried milk? Was dried milk included in this? 


DRIED MILK 


Dr. FirzGeraup. There is no dried milk ineluded in this. 
Senator DworsHak. Not in 1954 or 1955, 
FirzGrerautp, There was none included in 1954 either, 
senator DworsHak. Is there not a need for dried milk overseas? 
hat i Dr. FirzGeraup. Yes; there is a good deal of utilization of dried 
k overseas, Senator Dworshak, and the voluntary relief agencies 
moving very substantial quantities of it 
pwned | Senator DworsHak, They get that for nothing outside of this 
nands program. 
Dr. FirzGeraup. Yes, sir. 
ce OF thy Senator DworsHak. You cannot beat that. Go ahead 
Dr. FirzGeraup. We feel that the voluntary agencies are in a much 
inv fruits better position to see that dried milk is effectively used. 
the FOA Senator DworsHak. Those countries are not going to permit the 
count ise of counterpart funds in payment for some commodities which 
s country they get free. 
y Credit Senator Dirksen. First of all, a country has to determine what they 
bstant think they can spend, even in local currency, for a program of this kind, 
nh to own and second, it has to determine what it needs most. My experiences 
| Germany when I was there with General Clay some years ago indi- 
cated that in every case the very first request they made was always 
for fats and oils. ‘That took precede nee over everything else. 
plus? Dr. FirzGeravp. Bread grains and fats and oils. 
Agric Senator Dirksen. Yes. But fats and oils because of the wide- 
es, Tr spread anemia you had at the time. I presume they determine for 
themselves first of all what they need most. That is the reason for 
the question whether or not it was predicated upon indications from 
your field officers what they would be likely to contract for. 
that a Dr. FirzGeratp. This table is based upon two indications, Mr. 
Chairman: one, it is based upon what the normal pattern of importa- 
ion of that particular country is; and second, upon indications from 
our field officers as to what the pattern of importation they would 


like to have this year. 


d thir 


count: 


ment 


> 


ou no 


BUTTER NEGOTIATIONS 


Let me say, sir, and Senator Dworshak may be interested in this, 
dicates too: We do not sit on our hands and wait for a country to make a 
ties ar inilateral decision as to what it would like to do. In the case of 
| chees butter, which we recognize, Senator Dworshak, as one of the tougher 

problems, we did a lot of negotiating in the months of April and May 
to work out an arrangement, in this instance with the United Kingdom, 
to take these additional quantities of butter which amounted to : around 
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14 million pounds. The British had a preference for some other things 
a little higher on their priority list, but were prepared to work oy; 
with us an arrangement. 

Senator Dworsnak. Dr. FitzGerald, I think the chairman put his 
finger on the precise point I was trying to stress. that these bene 
countries determine that they are 
which presumably is in surplus in this country. However, if it do. 
velops it is not in surplus, it might be in short supply, nevertheless 
you under this program make those commodities available. Is tha; 
true? 

Dr. FirzGrratp. Not if it is really in short supply in this country 

Senator Dworsuak. It does not have to be in surplus, does it? 

Dr. FrrzGeratp Under the proposed $350 million provision of 
section 402, it does have to be in surplus. 

Senator DworsHax. That j 
think that this is a misnomer 


hela] 


in need of a specific commodity 


s the point I was trying to make. | 
when you have a heading, “Proposed 
Use of Surplus Agricultural Commodities.” ] think that if we took 
this on the floor, we would be ridiculed by the Members who would 
think that we are operating under false pretenses, when we sponsor 
this kind of a program. 

Let us call it by its true name, and not that it is proposed use of 
surplus agricultural commodities, which in fact it is not. 

Senator Dirksen. Doctor. | would say from this list. however, 
that with the exception of some vegetables, and they are not detailed 
here, and perhaps meat, all the other items here are bread grains, fats 
and oils, cotton and coarse grains, are all not only in long supply, but 
in surplus supply. 

Dr. FirzGeraup. That is correct. Senator, in addition to this 
$350 million which are listed here as surplus agricultural commodities. 
the program also wil] include another 40 or 50 million dollars of agri- 
cultural commodities which we do not believe will be in surplus, 
such as, for example, sugar. We will be buying some sugar this next 
year. 

Senator Dworsnak. Meat is not in surplus. 

Dr. FirzGeraxp. Again we come back to the definition of surplus, 
Senator. Certainly this time a vear ago when there was a droucht 
in the Southwest, and lightweight cattle were flooding the market. 
and prices were being very substantially depressed to the severe dis- 
advantage of the cattle producers, there was a lot of general reports 
to the effect that there was a surplus supply of meat on the market 
at that time. It might not happen again this year, sir, 

[ do hope that the committee recognizes that if at the time there is 
& requirement for meat developed by a foreign country, we will not 
be able to include that in this target of $350 million unless we cet 
advice from the Department of Agriculture that from its point of 
view this is a surplus commodity, 


AUTHORITY UNDER AGRICULTURAL TRADE ACT 


Senator Dirksen. Now, then, Doctor. we had examined pretty 
well what you did under this surplus program for fiscal vear 1954, and 
your tentative plan is here now for 1955. | think there is only one 
other item that we ought to discuss a little further. That is the 
authority under the so-called agricultural Trade Development Act. 
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Is » that the authority is placed in the hands of the President. Is it 
ntemplated that he will redelegate authority to you, and in this 

5 J presume you will work rather closely with the Commodity 
Credit Corporation, or is it contemplated that some other agency or 
ge t will principally administer this deve lopment act? 

_FrrzGerautp. The administrative question is up for executive 
aaa decision, and has not been determined right now. The 
alternatives are for redelegation of the major responsibility to the 
Foreign Operations Administration or to the Department of Agricul- 
ture. It can be argued either way. The Trade Development and 
Assistance Act of 1954 has as one of its objectives, as you will see, sir, 
to expand international trade among the United States and frie ndly 
nations, to maximize efficient use of agricultural commodities, to 
stimulate the expansion of foreign trade in agricultural commodities, 
all of which have direct interest and concern to the Department of 
Agriculture. 

On the other hand, it also impinges very heavily on foreign policy 
of the United States and upon the economic assistance to other 
ountries which also indicates an objective of this particular piece of 
legislation. 


PROVISION FOR REIMBURSEMENT OF CCC 


Senator Dirksen. The fact that there is a provision in that act to 
reimburse the Commodity Credit Corporation for an amount not in 
excess of $700 million would indicate that whatever agency adminis- 
ters this act would go up to $700 million worth of surplus commodities. 

Dr. FrrzGuraup. On a 3-year basis; yes, sir. 

Senator Dirksen. So since the administrative determination has 
not yet been made, that would be a moot question for the moment, 
unless it is decided that in part at least it shall be administered by the 
Foreign Operations Administration. 

Dr. FirzGrraup. Yes, sir. 

Senator Dirksen. Is there anything more, Doctor, you think we 
ought to know about this? 

Dr. FirzGreraLp. Not unless you and the committee have any 
questions. 

Senator Dirksen. Are there any other questions? If not, we 
thank you, Doctor. 


OFFSHORE PROCUREMENT 


STATEMENT OF TRACY S. VOORHEES, DEFENSE ADVISER, UNITED 
STATES MISSION TO NORTH ATLANTIC TREATY ORGANIZA- 
TION, AND DIRECTOR OF OFFSHORE PROCUREMENT, OFFICE 
OF THE SECRETARY OF DEFENSE 


Senator Dirksen. We will now go into the matter of offshore pro- 
curement, 

Mr. Voorhees, would you come up, please? 

Mr. Vv oorHEES. Thank you. 

Senator Dirksen. Mr. Voorhees, you are administering the 
cram for offshore procurement? 

Mr. Vooruers. I have been, yes, sir; for Europe. 
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Senator Dirksen. And the funds for that particular function gy, 
derived from in large part at least, or let me say in substantial pay 
from these sales of agricultural commodities? 

Mr. Vooruesrs. No, sir. 

Senator Dirksen. Then there is something in addition? 

Mr. Voorners. The funds for offshore procurement are part of 
the funds appropriated for the military aid program. A portion of 
these is used for the purchase of items overseas where, we can by such 
use, effect a greater variety of strengthening of our allies than by 
buying the items here. 


Senator Dirksen, 
account basis? 

Mr. Voorners. Yes, sir; all our contracts. 

Senator Dirksen. I wonder if you will tell us about that progra: 
and indicate what the overall figure was for fiscal 1954, in the main th 
items purchased and where, and then of course what you foresee for 
fiscal 1955. 

Mr. Voornesgs. Yes, sir. 

(Discussion off the record.) 


Then what you administer is wholly on a cash 

















PREVIOUS TESTIMONY 
Senator Dirksen. On the record, Mr. Voorhees, and before you 
proceed, I think it should be said for General Stewart that I have no 
recollection that he ever withheld any information from the committe 
that it wanted. I was present most of the time last year when we spent 
nearly 25 days on this bill. He was not only revealing, but he was 
almost overrevealing, because without any hesitation he said there was 
$100 million in the bill that had been put in just in case, and was not 
an offset of any particular items. I think, 
remember that. 
General STEWART. 
Senator Dirksen. That became the bone of vigorous and spirited 
contention, not only when we marked up the bil! in full committe: 
but when we took it to conference. I recall so well that you very 
freely stated that $100 million was there, and you wanted the com- 
mittee to know about it. It was there actually without any detailed 
justification. 
General Stewart. 
Senator Dirksen. 








General Stewart, you 


Yes, sir. 


Yes, sir. 
So I do want to say that I think in every cas 
you have been most revealing and most gracious in responding to th 
inquiries of the committee in seeking to lay the foundation for what 
ever action the Senate takes. 
Senator DworsHAK. 
General STEWART. 
Senator Dirksen. 


I share those sentiments 
Thank you very much, 
Now, Mr. Voorhees, suppose we proceed. 


, Mr. Chairman. 





MILITARY DEFENSE ITEMS 

Mr. Voornuers. From the total military-aid program an examina- 
tion is made each year to see what items our allies could produce 
themselves, and from those what items it would be desirable to have 
them produce. Those items which are to be purchased overseas are 


called, following the Army term, “offshore procurement.” I am deal- 
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ng with the military-defense assistance offshore procurement, not the 
cabbages or tomatoes or other things that the military departments 
buy for their own forces locally. I have nothing to do with that. 

‘rom a time, now almost 4% years ago, before the name ‘‘offshore 
procurement’? was applied to this military assistance, and at a time 
when I was serving as Under Secretary of the Army, I was tremen- 
jously interested in having a certain amount of expenditures made in 
these countries for the purpose of re-creating the munitions industry 
nKurope. At that time we had a large amount of counterpart funds 
from the Marshall plan. We had signed the Atlantic Pact. Russia 
had the atomic bomb. It was perfectly apparent that the economic 
strengthening of these countries alone would not do any good without 
a military strengthening 


USE OF COUNTERPART FUNDS 


| urged with every possible strength that I had at that time that 
ge amounts of the Marshall plan counterpart funds should be used 
to re-create the munitions industry in these countries so that they could 
defend themselves. 

| was unsuccessful at that time. I kept after it later through a 
citizens committee, of which former Secretary Patterson, General 
Donovan, Dr. Conant and others were members, called the Committee 
on the Present Danger, which supported the position of the necessity 
of a strong Europe as a means of holding back the advancement of 
communism in Western Europe. 

After the Korean war came along, we had enormous appropriations 

military aid to Western Europe. You may remember that an 
appropriation had been made of about a billion dollars just before 
the Korean war. To this a further 4 billion was added, and then there 
were big amounts, running in the neighborhood of 5 billion a year, 
for the next 2 years. 
However, it was not until the spring of 1952 that anybody started 
sing any substantial amount of these funds to recreate the munitions 
dustry in Europe, and thereby enable them to provide later for 
their own defense 
From the spring of 1952 until June 30, 1953, I can give you the 
approximate figures for Europe only, not on a worldwide basis. If 
vou wish this on a worldwide basis, we will put those statistics i 
later. 
SUPERVISION OUTSIDE EUROPE 


Senator DworsHak. Who supervises it outside of Europe? 

Mr. Voorness. I think I will have to ask General Stewart to 
answer that as my responsibility is only for Europe. 

General Stewart. The only difference in the supervision sir, is 
that, instead of having an individual similar to Mr. Voorhees, we 
administer it over in Japan out of the Defense Department through 
the services. We are buying some material in Japan and a little bit 
n Formosa. 


TOTAL OBLIGATIONS FOR OFFSHORE PROCUREMENT 


Mr. Voorueks. There were approximately in Europe to June 30, 
$2,200 million obligated which were called offshore procure- 
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ment. Actually, roughly $395 million of that was the so- 
Lisbon-type offshore procurement which is a euphonism, be. ausy 
it was a subsidy to the French Government in connection with, {} 
agreements of the Lisbon Conference. So there was only 
$1,800 million of normal offshore procurement. 

At about the time that I came into this work a year ago the 
was & great change in the situation because of the Korean armisticy 
Up until that time offshore procurement had become virtual), 
mandatory, because United States production was going almos; 
entirely out to Korea. Tho items which had been ordered fo; th 
military assistance program in Europe and which were diverted | 


i 
Korea enabled us to do as well as we did in Korea. So offshor 


procurement to the extent of $1,800 million 
datory. 


alli 


i 


“pout 


As soon as the Korean armistice occurred, 
back our production here of military items, 
then OSP became an optional selective 


and we were cuttin 
ammunition and so forth 
process. 


DECREASE IN “DEFENSE SUPPORT’ AID 


Due to offshore procurement dollar 


arnings by our allies, it was 
possible to decrease 


very greatly the economic grant aid which was 
called defense support. © That had been one of the principal reasons 
I had been so convinced long before that 


this was a sound program 
Since these nations were short 


of dollars and since their economi 
strength is essential to us. if we let these nations manufacture th, 
weapons and the ammunition that they needed and earn the dollars 
which we might otherwise have to give them, in a very real sens 
the dollars serve twice. 


VALUE OF 1954 CONTRACTS 


Senator Dirksen. Now, Mr. Voorhees, first, 
of the contracts in 1954? 

Mr. Voornrrs. May I come to that 
was possible to put offshore 
because there were smaller 


what was the val) 


in &@ moment? Because 
procurement on an optional basis. and 


amounts of money available for militar 
aid, we curtailed the expenditures for offshore procurement very 
substantially. We bought those items on which we felt it 
possible and sound to provide and maintain a production base 
Europe. We had the plants already producing, so we tried to us: 
these funds to kee 
so that production could be 
of the world situation. 


Of course, the plans were subject to changes, but roughly $800 
million of offshore procurement was planned in Europe for fiscal year 
1954. There was some later diversion due to the necessities of the 
Indochina war. On a few items we found later that we could not 
get as good a product in Europe, or that the price was substantiall, 


more than in the United States. Those items we did not buy in 
Europe. 


Wis 


» the lines of production going as long as possil); 
| £ 


expanded rapidly in case of a deterioratio: 


Then there were certain items on which we found that it was not 
yet time to place the contracts. Since we adopted the principle ot 
using our money to keep the European production base active as 
long as possible. obviously, it was necessary to place contracts to a 
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considerable extent in the same plants that we already had contracts 
with. That is the way also to get the best prices. We studied the 
lead time before these contractors would finish the present contracts. 
We found that very often we would not have to place another con- 
tract, and should not as a matter of sound business do it, until this 
coming fall or winter. Fortunately, I had the privilege of talking 

th Senator Bridges when he was in Paris in March, and I laid this 
situation before him. 


BRIDGES-SYMINGTON REPORT 


Senator Dirksen. By the way, did you see the report he made 
when he came back? 

Mr. Voorners. Yes, sir; I read it with very great interest. | 
thought it was a very constructive service. 

Let me say that we felt that America should not go and spend this 
money just for the sake of spending it before the fiscal year was over; 
that we should adopt sound business principles. This policy also had 
a very important advantage to us in connection with the EDC situa- 
tion, because nobody could tell whether EDC was rong to be approved 
or when, and if we bought these bulky items over there where we had 
no place to store them ourselves, and had no authorized recipient, for 
a lot of them under the Richards amendment, and had no other real 

se for them if EDC should not be approved, we might be wasting 
United States funds. For if these countries are not going to defend 
themselves, there is no use in throwing the United States dollars in 
there. 

GOVERNMENT-TO-GOVERNMENT CONTRACTS 


Senator Dirksen. Are these Government contracts? 

Mr. Voorners. Part are and part are not. The Navy ships-con- 
struction contracts are entirely government to government. Some 
of the others are. However, in a great many cases, and particularly 
in the Army procurement, it was found that we could do better by 
trading it out with the individual plants. 

Senator DrrkseEN. What do you do, or your organization, about 
administrative surveillance of the production progrs am? 

Mr. Voornees. May I give these figures that you asked for first, 
and then try to give the other information? 

Senator Dirksen. Yes. 

Mr. Voorners. There was a postponement of what we call follow- 
on contracts for approximately $244 million of ammunition as | have 
above described; also about $72 millisn for airplanes that Mr. Kyes 
postponed for the same reason. 

Further, we were able to force the prices down greatly this year 
from the programed prices, for example, in Europe, the three services 
this year secured a reduction of about 13 percent. The programed 
prices were, of course, based on previous experience. Such reductions 
were justifiable because the plants were already in production, but 
I do think our procurement ‘people did very well as to the prices 
obtained. Of course, these prices were a good deal below the United 
States prices in a great many items. 

Senator Drxsen. In that connection, since foreign countries 
would certainly not be subject to the renegotiation act, do we take 
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some pains with respect to profits that may be involved, 
limits, or do the prices reflect it finally? 

Mr. Vooruers. There are certain of thes 
tain a renegotiation clause, but the watching of the prices I thi 
has been very close. I do not think you will find that exorb; int 
profits have been made. Our procurement people were proceedin: in 
an area strange to them, but I think they have done very, very well 
I do not think you will find waste of United States funds. But vou 
wished me to give the figures. 

Senator Dirksen. Yes. 


and set som, 


LK 


TOTAL WORLDWIDE OFFSHORE-PROCUREMENT CONTRACTS 


Mr. Vooruers. The final figure as a result of these savings and 
postponements was only about $366 million in Europe. Worldwic 
offshore-procurement contracts totaled $456 million. 

Senator Dirksen. For fiseal 1954? 

Mr. Voorners. Yes. But we are carrying forward, subject to vo 
reappropriating the money which I trust’ will be the case and subjec 
also to EDC or some substitute being approved, an amount of about 
$320 million for these “follow on” contracts. 

Senator Dirksen. You may recall that Senator Bridges and Senato. 
Symington made considerable point of the fact that there oucht | 
be the utmost caution in procuring what one might call sensitive 
weapons in the areas where you have Red labor domination, par- 
ticularly situations like in Italy, where you have a very large segment 
of Communists working in defense plants. 


Mr. Vooruers. The answer to that, Mr. Chairman. 
other question. 


0 


fits into your 
It is an illustration of what we did in the surveillance, 


Offshore procurement is equivalent to a built-in dollar export for these 
people. As such, it is something that they very much want. They 
want these contracts a lot more than they want us to give them th) 
weapons, because the contracts constitute dollar earnings for them 


negotiating 
achieve United 
It was also self-evident that the United States in 
these matters should speak with one voice, and not the Defens: 
Department and the State Department speaking with separate voices 
I understand here that I am speaking in closed session and I ca) 
classify. 

Senator Dirksen. Yes. 

(Discussion off the record.) 

Mr. Vooruers. Shall I defer the matter 
was asking until he returns? 

Senator Dirksen. Yes. 

Mr. Voorners. We in effect utilized the offshore procurement. to 
enable the United States to speak in an effective way through Mrs 
Luce, and I think that is just the way it should have been employed 


It seemed obvious that these contracts constituted 
assets for the United States which should be used to ¢ 


States object ives. 


that Senator Dworsha! 


SURVEILLANCE OF PROGRAM 


You asked further about my surveillance of it. The actual operat- 
ing job of buying these items over there w as being very ably done in 
my opinion by the services. The Army had the biggest program 
The Navy had the smallest program. The Air Force purchases had 
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principally been made prior to the time I had any connection with 
the matter, and I do not know as m:ich about them. 
\ly job, as I saw it, was to supervise the policy of what should be 
lone to make sure that we were buying over there only when it was 
ound thing to do. In this the first consideration is for the produc- 
n base; that is, to re-create and maintain the munitions indus- 
That is the real military reason for spending the money there 
nstead of in the United States. Then we needed to insure that, con- 
tent with this military purpose, we secured the byproduct advantage 
economic strengthening of these countries from the OSP dollar earn- 
xs. Also, we wanted to keep the production lines going as long as 
ossible with the amount of money that we had; also we needed to see 
at what we were doing fitted in with Europe's own planned produc- 
tion through the correlated production programs of the NATO staff, 
nd that we use the OSP to achieve the other objectives which I 
lustrated. 
Discussion off the record.) 
Mr. Voorners. May I now try to answer Senator Dworshak’s 
lestion? 
Discussion off the record. 
Secretary Dulles came into the committee room. 
Senator DirksEN (to Secretary Dulles). Since we are moving to 
melusion of this appropriation bill, Mr. Secretary, I thought you 
light want to have something on the record with respect to the need 
lack of need of the funds involved here. I say that because the 
committee has taken account of what has been developed in Indochina 
and the actions taken pursuant to the truce. Obviously there is in 
the minds of some people, and it has been discussed in the press 
ready, that this may be the signal for very substantial curtailment 
of these appropriations. 
You may want to advise the committee as to your own view of the 
natter, and as to the necessity for funds notwithstanding the Indo- 
hina truce. 


STATEMENT OF JOHN FOSTER DULLES, THE SECRETARY OF STATE 
NECESSITY FOR FUNDS 


Secretary Duties. Mr. Chairman, I just would like to say this, 
hat when I testified before the committee on Monday, | think it was, 
| anticipated a result which would be substantially like what has in 
fact occurred. What I then said about the necessity of money under 
those circumstances applies as much today as it did on Monday, when 
| previously spoke. ‘There has been a very serious loss in the loss of 
the northern portion of Indochina, the delta area. The Geneva Con- 
ference records that loss rather than creates it, because it had already 
been virtually lost following the French defeat at Dien Bien Phu, 
and the subsequent retreat and loss of morale 

As I think I pointed out before, the question from our standpoint 
is whether that loss extends into a sort of rout so that the whole of 
southeast Asia goes, and particularly Indonesia and the Pacifie posi- 
tion would then be jeopardized, and our whole offshore island position 
which keeps the Pacific a friendly ocean would be flanked by a 
Communist position which would project well out into the Pacific. 
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Whether this can be stopped at this point and whether Laos 
Cambodia and the southern part of Vietnam, Thailand, Malaya, 
Indonesia can be kept out of Communist control depends very m 
on whether we build a dike around this present loss, 

The only thing we have to build that dike with is this money, at 
least from the material standpoint. There are some people ther, 
who are well disposed, but they are weak and they are feeble, and 
they cannot stand alone. | cannot give you any detail as to how tl 
money would have to be spent. 
should be built up. 


ang 
and 


} 
( 
‘Uhl 


le 


We know that the army in Thailand 


There will have to be some economic support in that connection 
Perhaps the Defense Department has more detailed figures than | 
have as to just what that will probably cost. 


SITUATION IN VIETNAM 


The southern part of Vietnam is in chaos at the present time 
There is no adequate government, and the situation there is extrem, ly 
precarious. Laos and Cambodia are also in great difficulty. Thy, 
situation in Indonesia may have to be bolstered up, as well as Burma 

Chairman Brinars. Mr. Secretary, I do not want to interrupt you, 
but I interrupted another hearing because I want to hear this matter 
Where are we going to draw the dike? Are we going to draw it in 
Indochina or are we going to go around? 

Secretary Duties. I hope we will be able to draw a line which will 
run north of Burma, include all of Laos and Cambodia, and Vietnam 
south of the partition line at the 17th parallel. The degree to which 


those nations themselves can participate militarily in a pact, let us 
say, 1s rendered in doubt as far as Vietnam is concerned by the armis- 


tice terms. But we can ourselves draw a defense line—when I say 
we, | mean not just the United States, but I mean the group of coun- 
tries that we are trying to bring together, which I think we shal 
succeed in bringing together, Thailand, the local countries themselves 
the United Kingdom representing Malaya, Australia, and Nev 
Zealand, the last three with which we have treaties—we can draw 4 
line on which we can say that the transgression of that line will be 
something to which we will react, 


NEED FOR ECONOMIC AID 


Perhaps Vietnam cannot be a party to the arrangement. I think 
we will have to give considerable economic aid to bolster the Govern- 
ment of Southern Vietnam and strengthen the military establishments 
of Laos and Cambodia, and Thailand and perhaps Indonesia, to 
prevent this having a cumulative effect. 

There has been various talk about the cork in the bottle and th 
domino theory. The question now is will it be a domino business or not 
It will be a domino business unless we can bolster this situation up 
I believe we can have a good chance of preventing a temporary an 
distressing, possibly permanent, loss from being a major disaster 
We can only do it if we can come in strongly and vigorously and rally 
the non-Communist elements in this part of the world into a strong 
defensive community which will be strong, not only militarily, but 
also can be strengthened somewhat economically, 
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So I do believe it is extremely important for us to have this available. 
| believe if the proposed appropriation should be materially cut, it 
“ould be a serious fact which would dishearten the entire area, and 
n many ways would presage a misfortune worse than that which has 

tually occurred at Geneva. 

Chairman Brinces. Is there any will to do this in Indochina and 
urn, in France? We have seen what happened here. Is there a 
| to do it? 


NEED FOR STRONG NATIVE LEADERSHIP 


Secretary Duties. There is a will, although I would have to say 
that at the moment the Vietnam governmental situation is very 
ecarious. I believe that it will be necessary to develop strong 
iative political leadership. 


UNITED STATES MILITARY EQUIPMENT IN INDOCHINA 


Senator DworsHak. What happened to all the military equipment 

hich we have made available for use in Indochina? 

Secretary Dues. I believe all of that will be retrieved; approxi- 
mately 60 percent of it was in any event at Saigon. Approximately 
{0 percent was in the delta. Of the portion in the delta over half was 
it the seaport which will be nearly a year to evacuate. The balance is 
principally at Hanoi. I was given assurances that the French would 
rive that matter priority. 

[ spoke to Admiral Radford yesterday, and he said there was good 
cooperation as far as he could judge between the French people and our 
people. I do not believe there will be any se rious losses. 

Chairman BripGes. Senator Dworshak’s question is one of the 
things that we on this committee who will handle this bill on the floor 

ll have thrown at us, and we will have to answer. 

You and the others will have to furnish us the latest memoranda 
possible so we may answer that, and have it. 

Secretary Dutuss. Yes. 

Mr. Srassen. Mr. Chairman, General Stewart and I will be able to 
vive more detail on that situation. I know the Secretary has another 
hearing that he is waiting for. 

Secretary Duties. We have been extremely vigilant to watch that 
situation. I do not believe that this will involve any appreciable loss 
of war material to the Communists. 


RECOVERABLE ITEMS 


Senator Dirksen. May I say that already General Stewart has 
submitted figures indicating the recoverable items in tonnages and 
various types of material, also the amounts that have not yet been 
delivered. So we can actually set up a pretty fair estimate in response 
to a question as to what our ‘losses will be. It is not a refined figure, 
but it is sufficient for our purpose. 
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NEEDS ACCENTUATED BY DEVELOPMENTS 


Mr. Secretary, just to button this up, it is your conviction that th 
circumstance which has developed there does not diminish the 1 
for the funds that are estimated in this bill, and second, that flexib 
to meet new eventualities ard circumstances is just as, if not more 
portant. 

Secretary Duties. If anything the developments accentuate 
need, although it is a need which had been foreseen by me in advai 

Senator DworsHak. That would apply in Europe equally as 
as in the Far East. 

Secretary Duties. I do not know just what your reference i 
Kurope. 

Senator Dworsnak. | imagine a large part of the 3% billion invol\ 
in this bill deals with military and economic aid in Europe and 
Near East. Are you unqualifiedly saying that developments 
Indochina stress the importance of providing funds not only in t! 
area, but all over the world? 

Secretary Duties. As far as the other areas are concerned, th 
situation stands, as I testified here Monday. 

Senator Dirksen. We thank you, Mr. Secretary. 

Governor Stassen, is there anything you want to add at this point 
because I do not want to impose upon your time. I am sure M: 
Voorhees would suspend for a moment for anything you might want 
to add. 


STATEMENT OF HAROLD E. STASSEN, DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION 


COMMITTED DEFENSE AND DIRECT FORCES SUPPORT 


Mr. Strassen. Really I am at your disposal, Mr. Chairman. 

Senator Dirksen. I raised one question that is probably all yo 
need to respond to. General Stewart will supply us with the info: 
mation as to the recoverable material. With respect to availabl: 
defense support and direct forces support that is either committed 
or not shipped or on the high seas, that question, too, will arise, and 
we thought if insofar as possible, if you could develop the dat 
for inclusion in the record, we could make answer to any questiot 
that may be raised there. 

Mr. Strassen. Yes, Mr. Chairman. We are moving in a wa 
parallel to what the Department of Defense is doing on retrievin 
from the Hanoi Delta anything that can reasonably be moved an 
are diverting shipments to the south or to other countries that ai 
en route 

I know one specific thing was a shipment of 30 Dodge trucks whic! 
were en route for moving goods in the delta, and they are bein; 
diverted from the high seas right now. 

The policy we are following which I report to the committee is 
that the installations we have in the hospital at Hanoi we would 
not destroy or take out. We should have a humanitarian attitud: 
toward the people who are there. 
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he water pumps that we put in and things of that kind we think 
ould be wrong to destroy those or pull them out, because we put 
2 in to help the people, and while the people are going under the 
Curtain, we think it would be wrong policy to start to destroy 
kind of equipment. 

Jut we will pull back out all bulk equipment, like the extra cotton 
asphalt and things of that kind. and all the tractors and trucks 
anything that Is movable that we can. We feel we had thus 
as the French pulled back from the fringes of the delta, good 

;peration in this respect and we think they will continue. Further- 

re. of course, we have with them the matter of negotiating out 

se balances so that we are not without balance in this negotiation. 

Senator DIRKSEN. It is fair to assume that ina reasonably short 
e after the National Security Council has had opportunity to 

-aluate the matter, that a pattern will develop and w ill be probably 

en to the committee for better determination of what is required? 


MAJOR CONSULTATION WITH COMMITTEE 


\ir. Strassen. Yes. I was going to state just that It seemed to me 

‘ta few months from now when we see about what might happen in 
Thailand, in Burma, in the Philippines, in south Vietnam, Laos, 
Cambodia, we might have a rather major consultation with the 
committee as to how we are moving. 

The needs will be great. No one can today describe exaetly 
what they will be and how they will be met. Let us take, as one 
example, these Vietnam battalions of soldiers in the north in the delta. 
Will they want to move out, and will their families want to move out 
with them and move to the south? They are some of the best 
Vietnam troops who come from the delta area. The delta area has 
been one of the most devout religious areas, both the Buddhists and 
‘he Catholics. From the very missionary days on the part of the 
Catholics and the very early historic days of the Buddhists, they have 
been very strong. Those peoples we know now have a great fear of 
coming under the Tron Curtain. 

During this period of some months when they have the chance to 
lecide there may be a substantial movement that will be expensive, 
but that will mean the saving of some of the best of those people from 
the tragedy of the Iron Curtain. 

That is the kind of thing that will come up. If these Vietnam 
‘attalions with their guns, with their families, can be reestablished 
south of that 17th parallel, they may be an important factor, as the 
Secretary of State said, in having this loss not become a succession of 
osses that goes on down into a great catastrophe. 


ESTIMATE OF COMMITMENTS 


Senator DirKsEN. Will it be possible or is it too much of a burden 
to at least develop a conjectural estimate as to what our commitments 
will have been in view of what has taken place in Indochina in time 
for inclusion in the hearings? 

Mr. SrasseEn. It is very difficult to make it meaningful, Senator, 
because the time is so short since this truce oceurred. We can give 
the maximum information attainable by the time you close your 
hearing record. 
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Senator Dirksen. Very well; if there are no other questions 
thank you, Governor. 


(Discussion off the record.) 

CONTINUITY OF CONTRACTS 

Senator Dirksen. One question of continuity in connection with 
these contracts. Your contracts are let. There is a certain amount 
of know-how. They finally get so that these things can be produced 
at a lower cost. What is the likelihood of the continuity of this 
operation even if at some future date we no longer place these co: 
tracts? For then the know-how and everything else would go out 
of the window and there would be no durable benefit militarywise to 
the countries where these contracts have been made. 

Mr. Voorueers. Of course, the creation of the know-how and th 
creation of the plants, even if put ona standby basis, would be a sub- 
stantial gain, but it is much better to keep the hot lines of production 
going. 

Yet for OSP for fiscal year 1955 the worldwide appropriation 
requested is only $300 million 

Senator Dirksen. For 1955? 

Mr. Voornesrs. That is right. 


Senator Dirksen. Tentatively you would spend as much as 250 or 
270 million dollars, or whatever it is in Europe? 

Mr. Voornegs. Yes, sir. The point is that with the money that 
we already have, assuming it is reappropriated, and the contracts we 


have, we can keep these plants going, the plants we want to ke 
going, 


for the entire period over which we are authorized to spend 
the funds, say some 3 years. 

If we can do that we would certainly hope that by that time th: 
European nations themselves would be in a 


position to pick up mor 
of the load. 


Also we, of course, will not continue to manufacture 
ammunition beyond the amount which we actually need. 


OFFSHORE PROCUREMENT PROGRAM 
TOTAL ALLOCATED 


Mr. Voorners. The figure for Europe is $271 million of offshore 
procurement, and for the Far East $29% million. It just runs 
approximately $300 million altogether. 

Senator Dirksen. Then, Mr. Voorhees, let me make this suggestion 
If there is anything else that needs to be said, suppose you supplement 
it with a statement 


(The statement referred to follows: 


SUPPLEMENTARY STATEMENT BY Mr. VoorHEES 


THE OFFSHORE PROCUREMENT PROGRAM 


Offshore procurement may be defined as the purchase of military equipment and 


supplies, from sources outside the United States, for delivery to friendly foreig: 
countries, under the mutual defense assistance program (MDAP). This excludes 
procurement of supplies in foreign countries for the use of United States Armed 
Forces. 
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ctives of OSP program: 
he OSP program has two primary objectives 1) the procurement of military 
pment for the purposes of the MDA program; (2) the establishment of a 
tary production base in friendly foreign countries, in order that their depend- 
upon United States production may be progressively reduced, and so that 
will become self-sufficient in furnishing their own maintenance and replace- 
t requirements. Some of the collateral benefits arising from the program 
that supply lines are shortened, shipping costs are reduced, standardization 
amount equipment is encouraged, dollars are provided in foreign countries, thereby 
rodu easing their ability to import civilian products from the United States, United 
of thic tes raw materials are conserved, and the cost of the MDA program is reduced 


} 


yuugh lower prices. 


1On ¥y 


eSe ( 
| 20 ( I momic and mm la {J istific wli0on fo OSP 
Vwisi Keonomic dollar aid the so-called defense support was being progressively 
: d for the principal European countries. Their OSP dollar earnings were con- 
buting very materially to making this possible. Continuance of such OSP 
and t lollar earnings for these countries was and is, therefore, a valuable—perhaps 
PAS en an indispensable—economic byproduct of the OSP program. 
duet But the principal justification for buying in Europe, instead of in the United 
lies in the important defense objective of creating and maintaining a 
tary production base capable of rapid expansion in a crisis and reasonably 
priation tributed strategically. To do this we should maintain ‘hot lines” of production 
selected plants as long as possible. Both this necessity and the varying econ- 
ic needs of the respective countries made necessary a plan for OSP production 
i, therefore, for contracts. This was done. 
To aid Europe to defend itself, the re-creation on a modern basis—and the 
aintenance—of the European munitions industry are imperative OSP—to- 
gether with the facilities assistance and the special weapons programs later 
ev th; liscussed—is doing much toward this end. 
acts we OSP program to date on worldwide basis: 
0 ke The value of OSP contracts let in fiscal 1952 was $629 million; in fiscal 1953, 
» spend $1,596 million Planned OSP for fiscal year 1954 was $931 million; actual con- 
racts placed totaled approximately $455 million. This total was deliberately 
pt down through a decision to postpone the placement of certain contracts 
me thy ntil fiseal year 1955 The planned OSP program for fiscal year 1955 is about 
Pp mo! $300 million, 
fact ul Relation of OSP to total MDA program 
The total planned MDA program for 5 fiscal years, 1950 through 1954, amounted 
approximately $16.5 billion. Of this, about $3 billion, or approximately 19 
percent was scheduled for OSP, leaving $13 billion, or about 81 percent of the 
total program, to be furnished from United States stocks or from new procure- 
ment in the United States. 


Relation of OSP to total defense procurement 


ffshor Total planned procurement by the Department of Defense, including MDAP 
runs procurement, of military equipment for fiscal years 1951-54 amounted to approxi- 

mately $120 billion Of this total, OSP amounted to about $3 billion or approxt- 

ti mately 2.6 percent of the total planned defense procurement. 

estior 


n Effect of OSP program on United States « mployme nt 
ement * . A 


The effect upon employment in the United States of procuring military items 
offshore is taken into consideration at all times during the development and 
execution of each OSP program. If it is determined that procurement offshore 
of a particular item will have a serious adverse effect on United States employ- 
ment, Department of Defense policy requires that the item be procured in the 
United States. As an example of this, when it became apparent that a serious 
employment situation in the United States shipbuilding industry had developed, 
the procurement of 10 AMS-—60 class minesweepers included in the fiscal year 1954 

nt al OSP program was shifted from offshore to United States yards,notwithstanding 
‘oreig: the fact that the construction cost of such vessels in overseas yards would have 


cludes been approximately one-half of the cost in United States yards. 
Armed aig 
Pricing 
In fiscal year 1953 a differential of 10 percent, and in some rounds of ammunition 
17 percent, for European prices above United States prices had been authorized. 
In Air Force procurement and in some Navy procurement, OSP was not limited 
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by United States prices. For fiscal year 1954, we adopted first a policy of insi 
upon substantial reductions from previous OSP prices. This was reasonah| 
expect as production was then already under way. Army OSP contract 
fiscal year 1954 were placed at an average of about 12 percent below the estimat: 
cost figures programed, indicating the substantial savings effected. 

Also, at the personal direction of Secretary Wilson, a ceiling equivale: 
United States price plus cost of delivery (about 4 percent) was placed « 
OSP purchases where comparable United States-produced items existed. 

It was found generally possible to obtain prices within the above dual p: 
This effected large savings to the United States while still achieving OSP ol 
tives. In only a very small percentage of cases were funds returned for proi 
ment in the United States because European prices could not be reduced 
negotiation to satisfactory levels. 


OSP policy for non-NATO countries 
Justification exists for OSP contracts only in NATO countries or others al 
with us which are receiving our support, such as Yugoslavia, Spain, and Gern 
(particularly Berlin 
OSP IN WEST BERLIN 


West Berlin represents a special interest of the United States. Exter 
support for the Berlin economy has, therefore, been provided through Un 
States dollar-grant aid. To supplement this without additional cost to the U1 
States, Secretary Wilson directed on June 17, 1953, that certain preferent 
treatment be given to Berlin. This directive covers d the services’ own OSP 
well as that from MDAP funds. Following this, total contracts by the Ar 
alone have been let in West Berlin during fiscal year 1954 in the amount of ab 
$21 million Air Foree contracts are estimated at about $1% million. OSP t} 
became an effective substitute for economic grant aid without anv added c 
to the United States. Thus OSP has been one factor in the steadily improvii 
economic and employment situation in West Berlin. The city’s industrial ind 


has risen some 21 percent and unemployment has been cut by about 25 percent 


from & vear ago. 


shel 
Facilities assistance progran: 


This was a novel program to increase the European ammunition producti 


potential for wartime purposes. It was essentially OSP, although in a novel for 
Full responsibility and authority for it were delegated to the United States Army 
Command, Europe \ successful job has been done; $26 million in funds ha 
been obligated. This United States cost for equipment is more than matched b 
the European nations’ contributions to the program. 

Additional classified information has been provided to the committee.) 

Deve lopme nt of foreign weapons of advanced dé sign 

The special weapons program, as it has been called since its beginning last yea 
is based on the premise that it is in the interest of the United States to encourag 
development of advanced weapons conceived by our allies so that these militar 
innovations can be used in the common defense. 

Congress amended the Mutual Security Act of 1951 by adding section 542 wit 
an appropriation of $50 million to special weapons. 

An ad hoe group was established by the Secretary of Defense in 1953 heade 
by Maj. Gen. Ward H. Maris (retired), formerly Director of Research and D: 
velopment, Department of the Army. This group visited selected NATO cour 
tries, obtained their cooperation in a survey of their weapons-development pro 
grams, determined the projects therein meriting United States assistance in thi 
mutual special weapons program and made recommendations thereon to th 
Secretary of Defense in a report on December 20, 1953. 

Agreements have been signed with six NATO countries which insure that th« 
developments in which we invest will be available for NATO defense and for th« 
use of United States Armed Forces. 
$19 million had been obligated for this purpose. Additional approved project 
will shortly bring the total obligations to $33 million out of the $50 millio: 
appropriated last year 
continually being submitted to our weapons experts by NATO countries, and thx 


need for funds for purchase of limited amounts for test purposes of United States 


produced items form the basis for the executive branch’s request for $27 milliot 


in new funds and the carryover of unexpended balances of last year’s appropri 
ation. 





By the end of fiscal year 1954 a little over 
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(he relatively small sums invested in allied scientific advances serve United 
es objectives in a number of ways at the same time. European defense will 
ore effective through better weapons. The results of the inventive genius 

Hurope will be available to our own scientists and engineers. NATO countries 
be encouraged to produce and maintain new weapons themselves and 
inate some of the burden now in the United States. 
his is a program which in the opinion of the executive branch is producing a 
return on a comparatively small investment 


MUTUAL SPECIAL WEAPONS PROGRAM 


\ir. Voorness. I would like to place in the record a brief statement 
bout the mutual special weapons program and the facilities assist- 
nee program because these are novel types of aid in which we are 

omplishing an enormous amount for a relatively small cost. I 
vish 1 had the opportunity to describe to you some of these inventions 
vhich we are financing. A tremendous strengthening of Western 
Kurope, I believe, will occur from some of these with a relatively 
mall expenditure of United States dollars. 


MILITARY ASSISTANCE PROGRAM FOR THE UNITED KINGDOM 


Senator Dworsuak. Does this conclude? I would like to request 
ir. Voorhees to file in the record at this point a brief statement 
showing some of the details in the military-assistance program for 

e United Kingdom involving aid for aircraft development, particu- 
rly as that relates to commercial airplanes. You know that we have 
id various reports about subsidizing the commercial-aircraft industry 


‘ 


n Britain through the use of these funds, and I think the commit- 
would like to have a brief outline of those. We have been told 
iat you would know about those. 

Mr. Voorners. Yes, sir. I can say now that, from the funds we 

the Defense Department have handled, there is not one single 

lollar that has gone to the development of commerical-type planes 
all. 

Senator Dworsnak. Not directly, but indirectly by providing 
ast yea noney to Britain so she can divert military funds for development 
neoura of commercial aircraft. In other words, indirectly. 
milita Mr. Vooruess. Of course, I do not think that is the case, but I 

vill prepare such a statement and put it in the record. 

The information referred to follows: ) 


Aid under the military-assistance program to the United Kingdom for aircraft 
levelopment is of two distinct kinds, which are separately administered: 
First, budget-supported assistance administered by FOA: In the fiscal year 
954 this consisted of $85 million. The Defense Department has no responsibility 
vhatsoever for the administration of this assistance I assume that information 
ibout this subject is being furnished by Dr. FitzGerald of FOA pursuant to the 
hat ‘equest made by Senator Dworshak to him during Dr. FitzGerald’s testimony on 
for t] be, ro a . . 
teen Second, offshore procurement: his is administered by the Defense Department 
nee as a part of the military defense-assistance program. No part whatsoever of 
pragoc these funds has been used, or will be uesd, to subsidize the commercial-aircraft 
millior ndustry, or for aircraft development relating to commercial planes. Offshore 
rn en procurement under this program consists solely of the purchase of military-type 
and th planes including naval aircraft. The Defense Department will furnish to Senator 
| Stat Dworshak separately a detailed statement of the type and numbers of aircraft 
on purchased. 
salt These offshore-procurement purchases of military planes are not part of, but are 
additional to. the British defense budget. Some are for delivery to other NATO 
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nations; some are for strengthening of the RAF. The latter are above and be 
the amount of planes for which the British budget provides. They are a 
believe, beyond the amount which the British can provide. This is becaus 
British are currently spending almost as much of their annual gross na 
product for defense as we are doing here in the United States, and this is in 
of the fact that the British per capita gross national product is only s 
more than 40 percent that in the United States. MUTU 
While none of these expenditures administered by the Defense Department js. + 

therefore, going either directly or indirectly into the development of the 

mercial-aviation industry in the United Kingdom, it should be noted that, fy 

strictly military point of view, the commercial-aviation industries of bot] 

United Kingdom and the United States are prime military assets. 


Senator Dirksen. Gentlemen, that concludes the hearings. Let m 
express my appreciation for your responsiveness and for your patien 
in this matter. Whatever else we may need, we can call, which 
shall do. nn 

Thereupon at 4:40 p. m., Thursday, July 22, 1954, the hearing The com 
were concluded.) P the Capitol, 
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TUESDAY, JULY 27, 1954 


UNITED STATES SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 4 p. m., pursuant to notice, in room F-37, 
the Capitol, Hon. Styles Bridges (chairman) presiding. 
Present: Chairman Bridges and Senator Dirksen. 


Unitrep Nations CHILDREN’s FuND 


STATEMENT OF MRS. ALBERT E, FARWELL, MEMBER OF THE 
WASHINGTON COMMITTEE ON LEGISLATION OF THE NATIONAL 
CONGRESS OF PARENTS AND TEACHERS AND REPRESENTING 
MRS. CLIFFORD N. JENKINS, CHAIRMAN OF THE COMMITTEE 
ON LEGISLATION OF THE NATIONAL CONGRESS OF PARENTS 


AND TEACHERS 
GENERAL STATEMENT 


Senator Dirksen (temporarily presiding). The committee will be 
n order. I understand there are a number of witnesses who wish to 
testify on the United Nations Children’s Fund at this time. The 
first witness will be Mrs. Farwell. 

Mrs. Farwetyu. Mr. Chairman and members of the committee, |] 
am Mrs. Albert Farwell, a member of the Washington committee on 
legislation of the National Congress of Parents and Teachers. I am 
submitting this statement for Mrs. Clifford N. Jenkins, chairman of 
the committee on legislation. 

First may I express my appreciation to you for extending to the 
organization which I represent the privilege of appearing before you 
The National Congress of Parents and Teachers with its nearly 9 
million memberships is a volunteer group. It is in that capacity that 
| come before you now. 

The National Congress of Parents and Teachers is concerned with 
the welfare of children in all parts of the world. It is our deep con- 
viction that the lives of our children are permanently bound up with 
the lives of children everywhere. We have been, and continue to be, 
deeply concerned about the appropriations for the work of the United 
Nations Children’s Fund, which has become known as UNICEF. 


SCOPE OF PROGRAMS 


We applaud the work that has been accomplished. We are cogni- 
zant of the fact that UNICEF is currently assisting 213 programs in 
78 countries and territories. Over half of the programs—114 to be 

315 
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exact—are in the field of mass health, the largest number f 
malaria control and BCG antituberculosis vaccinations. One-fift), 
of the programs are in general maternal and child welfare. UNICEF 
is aiding 46 nutrition programs, of which 27 are for long-range fee 


being 














and for milk and other food processing. It is currently aiding x 
emergency programs. This is a record for which those responsi))| 


for the administration of the program can be justly proud. 
The program is based on the principle of self-help, which is anot 

factor that bears emphasizing. This gives the hope of perman: 

to the good that is achieved. We understand that in many count 

the UNICEF program has come to be known as the UN 

This is an important achievement in its own right. 





















AMOUNT REQUESTED 


The 


months 


sum of $13,500,000 has been requested covering a period of 
January 1, 1954 to June 30,1955. At the rate of $9 mill 
for the fiscal year, this marks a cut from the appropriation for 1953-54, 
or about an 8 percent cut 

The National Congress of Parents and Teachers pleads for a tot 
appropri: ition of $13,500,000. We urge that this sum be consider 
an irreducible minimum for the United States contribution for the 1s 
month period. We not in favor of the administrative limitatio 
restricting this appropriation to a rigid percentage of other nation 
contributions to UNICEF. Instead we urge that the appropriatio: 
be approved without any limitation that would prevent the ava 
ability of the full $13,500,000. 

The National of Parents and 
UNICEF an important international 
with hope and confidence the outcome 
have faith that 
they may live 

Senator Dir: We have had fine testimony on the bill, M: 
Farwell, and I presume the full committee will mark up the bill th 
latter part of this week. I can assure you on the basis of past a 
proaches to this item that it will receive vy ery good consideration. 

I might S2.V for mvself, that I did see this program in action abroad 
and | know that it has accomplished & very considerable 
cood. 


FS 








are 








Congress Teachers believes that 
program. We shall awa 
of vour deliberations. W 
believe that all children are ours, wherey 









vou, too, 






SEN 










amount 


COMMUNICATIONS 





At this point we will insert in the record the letter from the Ameri 
can Parents Committee, Inc., dated July 27, 1954, from Mr. Georg: 
J. Hecht, chairman of American Parents Committee, Inc., and pub 
lisher, Parents’ magazine, to the chairman of the committee. 

The letter referred to follows: 

























THe AMERICAN ae ENTS C eee ae Inc 
New York Y., July 27, 1954. 
Re the United Nations Children’s Fund (UNICEF). 
Hon. Srytes BripGes, 
Chairman. Approy rialions Committee, 
The United States Senate, Washington, D. C. 
Dear M BiipGeEs: I thank you for the opportunity that you have given m« 
to appear before you to testily on behalf of funds for UNI( E F. Hearing how 








rushed you are and how full your schedule is, I have decided to write you thi- 
letter instead of appearing in person. I hope you will include it in the record 
of the hearings 
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| would like to see your committee recom mend the full $13,500,000 for UNICEF 
he prescribed 18-month period. Last year, you may remember, after I had 
rned from a trip around the world I testified before your committee and said 
I believed UNICEF is “‘the greatest child-welfare effort of all time.’’ In 
ary ot this year I wrote and published an article in Parents’ Magazine under 
title. A copy of that article is enclosed. 
he help UNICEF has given to millions and millions of children is almost 
nd our power to imagine In Asia alone every month 
ingsters are treated for yaws, millions of others are protected from malaria or 
nunized against tuberculosis Every day in Korea 2 million youngsters are 
n a glass of milk made from United States surplus milk powder. So, for 
ly humanitarian reasons UNICEF deserves the support of the United States 
lo me there is another equally important reason why we should keep UNICEF 
rk going. I believe it is one of the most powerful instruments we have for 
Ing people i! inderdeveloped countries to understand the difference be tween 
jemocracy and the totalitarian governments whicl 
nose areas. 


over 1 million 


1 are rapidly gaining ground 


All over southeast Asia on my trip I saw unbelievable poverty, sickness, 
{ squalor I saw, also, the red-bannered trucks, the reading centers, the 

and other devices used by the Communist leaders to reach these suf- 
ng people, and promise them better conditions Whether in e future 
governments of those countries can remain independent of Communist 


firmly believe. on how thev can tmprove the k f their 


for 


+} 


countries to help themselves is the big ¢ 
free nations 
of UNICEF is a self-help program. UNICEF does not beg 
country until that country asks for it, until that count 
expense, and until that country pron 
program after UNICEF has withdrawn assistance 
e penicillin factory I heard about in India was built by India but 
UNICEEF The 5,000 maternal and child health centers in Asia 
lizer and other equipme it furnished by UNIT¢ ] k much of it 
e United States of America) But the centers are run by native d 
rses trained by UNICEF or WHO In these centers hundre 
girls are being trained to go out among their people to do what we wou 
yublie-health work 
The kind of work done by | NIC] Fr strengthens the governments beca ise 
} hem how to begin and carry on health and welfare programs to save 
The UNICEF banner in thousands of isolated towns 
nstrates that UNI( EF is interested ir he Beca 
material used by UNICEF comes from the United States 
e U.S. A.” and the letters “UNICEF” are in many plac 
) mean one and the same thing 
Congresswoman Bolton said recently in a committee hearing 
» all we have left.’”’ I believe it behooves us, the strongest natior 


help less fortunate countries to give their children a cl 


ise 


and vil- 


rough UNICEF, and at the same time we can show 
ntries behind UNICEI respect their right to grow Ip as 


rely yours, 


GEORGE J Hr H 
THE CITIZENS COMMITTEE FOR UNICEF 


STATEMENT OF VIRGINIA M. GRAY, EXECUTIVE SECRETARY 


PREPARED STATEMENT 


Senator Dirksen. Our next witness is Mrs. Virginia M. Gray, 
executive secretary of the Citizens Committee for UNICEF 

I understand you represent the Citizens Committee for UNICEF, 
and that is the item on which you wish to testify. 

Do you wish to read your statement? 

Mrs. Gray. Thank you very much. With your permission, I would 
like to just file the statement because I know that you are aware of 
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the program, and I will say just a few words about it in a very brief 
time. 

[ know that you are under pressure and we are aware of the pressi 
that you are operating under in the Senate now. 

Senator Dirksen. That will be filed for the record. 

The statement referred to follows:) 


iY 
iit 


STATEMENT OF VirGiIniA M. Gray, Executive Secretary, Citizens Commi 
FOR UNICEF, on BEHALF or THE APPROPRIATION FOR UNICEF 


I am Virginia M. Gray, executive secretary of the Citizens Committee for 
UNICEF. The Citizens Committee for UNICEF is an informal clearinghous 
legivlative information for a number of national organizations which sup] 
continued United States participation in the United Nations Children’s | 
UNICEF). The organizations which have authorized this joint statement a 


American Association of Social Workers 

\ssociation for Childhood Education International 

Ciild Study Association of America 

Child Welfare League of America, Inc. 

Friends Committee on National Legislation 

Methodist Chureh—Woman’s Division of Christian Service of the Board 
Missions 

National Board of Young Women’s Christian Association 

National Council of Jewish Women 

United Church Women 


Women’s International League for Peace and Freedom 


Members of these organizations have followed the work of UNICEF since it 
was established in 1946. All of these organizations have shown their approval of 
he program and its administration by voting to support continuing United 
States contributions to UNICEF 

l am appearing to urge your support of the request for an appropriation of 
$13,500,000 to cover the 18-month period from January 1, 1954, to June 30, 1955 
for the United Nations Children’s Fund We request your support because wi 
firmly believe that the work done by the Children’s Fund has tremendous valu 
We believe that this request is a modest one in view of the fact that two-thirds of 
the world’s children face hunger and sickness. This $13,500,000 requested alread 
represents a cut of $814,000, or over 8 percent from the comparable previou 
United States contributior It therefore seems to us to be an irreducible minimun 
for the United States share of this sound investment in the next generation of 
childrer 

United Nations Children’s Fund is one of the few outstanding example 
‘tive cooperation tor constructive purposes among its participating nations 
four countries and the Vatican State contributed voluntarily in 1953 to 
the central fund of UNICEF. The success of their combined efforts has bee: 
demonstrated in a practical way that the whole world can see. UNICEF is n 
charity; it is not just a giveaway program on the part of the United States 
Instead it is a shared program of self-help. Each country that applies for aid 
must be able and willing to contribute to the project, in terms of goods and 
services locally available, an amount equal to the amount of aid to be receive 
Usually amount of the local contribution far exceeds the external aid required 
to make the program possibk Furthermore, the emphasis of the program is o1 
projects of permanent improvement and development which can be continu 
indefinitely by the country aided long after UNICEF help has ended. 

In its program of allocations for 1954, UNICEF has apportioned approxi 
mately 45 percent of its funds for long-range assistance in Asia. 30 percent for 
\frica and the eastern Mediterranean, and 20 percent for Latin America. I: 
Asia UNICEF is currently assisting Indonesia, Korea, Pakistan, India. Philippines, 
Thailand, and Burma among others; Iran, Iraq, Turkey, Syria, Ethiopia hav 
projects under way in the eastern Me literraenar In summary, UNICEF's 
assistance covers 213 programs in 78 countries and territories, reaching over 60 
million children, 

When we view the accomplishments of UNICEF, we realize that the United 
States contribution of $13,500,000 is very small indeed. It amounts to less tha! 
6 cents per year per person in the United States. Because a remarkable degre: 
of economy has been achieved through efficient operation of the fund, each dollar 
that is received can do a big job. Conversely each dollar withheld from the pro- 
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or example, that eight children suffer ) 
vaws could not receive the one health-giving shot of penicillin 
tores to them the posst Vv of a@ uselul and Deaithy future, 
confidence and your confidence in its 
ance of such work must not be under- 
are help UNICEF has be- 
it ll colne ca = is I 
hen they see the labels Made in U. S. A 
g penicillin or DDT spray Such ts e\ he frie 
if the nations comprising UNICEF cant ail to make ¢ 
on on these people. It can and does offset much t ommun 
anda regarding improved standards of living which the mmunists 
a claim to offer these people. 
' s, following the United States example, 


of UNICEI The amounts they give 
fund is no longer dependent upon the Unit 


angibls 


ig 
1 sl 
n’s | 
ment ' 
Ss financial support as was necessary pe, \ 
nited States contribution this vear will continue 1 ‘xample for 
ns to follow. To accomplish this, we urge states 
be hampered by the application of a rigi istrative ua 
ed States contribution to t! 


t Lhe ( trail a oa fiver centage 


governments to the I iT \ firm 
the part of the United States may result in a 
nited States aid for UNICEF projects alread nder wa 


vgovernmel s had l good taiti racted to matc! Projects 
a 4 rro) 1 


’ 


ild have to be curtailed icture TI l s predicted 
nations are not expected to be ¢ » 7 } » tl ir cor tribu ions 
tral Fund of UNICEF rapidly enougn tT ) th l United 
es contribution within this fiscal vear. Last vear, 10u1 1 mbered, 
nit contribution actually amounted to only : ‘ ercent of 
f FUNICEF ineluding those amounts which nent ntrib- 
locally For the United States to withdraw, even t ! 
ippreciable amount of support from UNICEF would 
certainly contrary to our national interest 
v urge, therefore, the appropriatior 
wi the direction that this full amount 
: : 


‘s ind duri e fiscal vear 1955 


ank you for giving our organizations this opportunity 


GENERAL STATEMENT 


Mrs. Gray. I am Virginia M. Gray, executive secretary of the 
tizens Committee for UNICEF. The Citizens Committee is an 
ormal clearing house for legislation for about 20 organizations, of 
which vou have 10 listed here in our statement Those are the or- 
nizations that have formally authorized me to appear for them, and 
e other organizations, as for example the National Congress of 
‘arents and Teachers testify separately, as a matter of policy, and 
e General Federation of Women’s Clubs always testify separately. 
We want to urge your support for the full appropriation of the 
5 million for the United Nations Children’s Fund for the fiscal 
ar 1955 as 1t was requested by the President, and as it was authorized 
v the House on June 30, and as it was reported by the Senate Foreign 
Relations Committee Our organization supports the Children’s Fund 
because we believe that the achievements made under this program 
ave tremendous value, not only in terms of improved health and 
lfare to the mothers and children benefited directly by UNICEF, 

it also to the United States itself for its leadership in th program 
We are firmly convinced that the tangible evidences of good will 
ich UNICEF carries to the peoples of the underdeveloped areas of 


» world through its health-giving vials of penicillin or the containers 








320 MUTUAL SECURITY APPROPRIATIONS, 1955 


of DDT spray which is used to combat the malaria-carrying mosqyj- 
tos, that this penicillin and DDT container bearing the label “Mag, 
in U.S. A.” are tangible evidences of good will which form a 
successful implementation of United States foreign policy. 


Ver 
Vf 


UNITED STATES CONTRIBUTION 


The United States contribution to UNICEF is a voluntary gift and 
it Is not an assessment, along with the gifts of the other contributing 
countries. It is not a charity, and it is not a giveaway program, 
and on the contrary it is a program of shared self-help. .Each countm 
that applies for aid must be willing and able to contribute to the proj- 
ect in terms of food and services locally available, an amount equal 
to the external aid required to make the project possible. And also 
the Government of the country applying for aid must give evidenc 
its ability to continue the program after the outside assistance { 
the central fund of UNICEF has ended. 

With this emphasis on long range improvements, thus, UNICEI 
is helping the governments of the underdeveloped areas to learn { 
help their own people 


f 
0] 


rom 


We know that a strong, healthy people who 
see promise of a brighter future for themselves, through opportunities 
for raising their standard of living, are not as likely to fall prey to 
the Communist doctrines that are preached to them from sources 
that we all know exist 

UNICEF has offered such help already to 60 million children and 
their parents. The members of our organization hope that nothing 
will be done by our Government to dim those hopes. 

We urge, therefore, that the United States Congress for this fiscal 
year appropriate at the current year’s level. 

Senator Dirksen. Thank you, Mrs. Gray. Your statement will b: 
filed in its entirety 


MOROCCO POST, THE AMERICAN LEGION 
STATEMENT OF ROBERT E. RODES,. COMMANDER 
MOROCCAN SITUATION 


Senator Dirksen. We will now hear Mr. Robert E. Rodes, who is 
commander of the Morocco Post of the American Legion. M) 
Rodes, I understand you are to talk to us this afternoon about the 
Moroccan situation 

Mr. Ropers. Yes, Mr. Chairman 

Senator Dirksen. You have appeared on this Moroccan item on 
other occasions, it seems to me, sir. In fact, you have been her 
several times, have you not? 

Mr. Ropgs. Yes, sir, I first appeared in 1949, and this committee 
took measures at that time. Since then almost everyone who has 
taken the same pains to look into the matter has come to the same 
conclusion, including the International Court of Justice. the American 
Federation of Labor, and the American Legion, and just last week th: 
Foreign Relations Committee. 
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PREPARED STATEMENT 


\ir. Ropgs. I have a statement which I would like to file, if I may 
Senator Dirksen. You may file it for the record. 
[he statement referred to follows:) 


EMENT OF RospeErT |] Ropes, CoMMANDER Morocco Po 


r, AMERICAN 
Li GLON 


il 
tribu 
prog 


L cou! 


Chairman and members of the committee, my name is Robert Emmet 


S My permanent address is 34 West 65th Street, New York City. I have 
<port and import business in Casablanca, Morocco, and am commander of 
t] American Legion post there. Since 1949 

le pro approved 6 reports, 
nt ¢ 


And 


you have recommended 4 laws 
all intended to end violations of United States treaties 
Morocco and to make our State Department protect United States interests 
ey { I am very grateful for all this. 

, Department of State has 


ignored 1 congressional mandate, ev: 
( the legislative intent of 2 others, 
nce | y 


ation of a 


failed to require implem nit 
of the International Court 


of Justice, defaulted on United States treaty 
ations to a friendly power, and by its own agreements has regulated foreign 
NICE] nerce, and modified treaties despite a Senate vote declaring that the treaties 
' sin as ratified 

learn in as ratihed, at 

lreaties involved are between the United Stat 
ple ; 
pie r ire Freneh Protectorate 


‘'s, France, and Morocco, They 

Officials to maintain free competitive economy in 

cco, assure United States enterprise, trade, and investment in or with Moroeco 

prey to plete equality with those of France; guarantee 

sources obtain capital in worldwide competition, ion to prevent 
{ free economy was begun in 1949. It is continued by an Assistant Secret 
lenry $vyroade, and a Director for African Affairs, John Utter, both of whom 

ren. anc [ *hesor appointed These officers 


seem to consider their ret 
noth 1 nD their previous acts and policies. 


rtunit 


Morocco the right to buy. s li, 


State Department ac 


ary, 


‘ntion as 


rwoO 1950 LAWS ARE EVADED 


1949 the State Department promised Congres 


to end the Morocco al 
tiation When thes 
; 
i 


buses by 
passed the 
required the ECA 
» his attention by the Department 
inoperative by Secretary Acheson’s 
discriminations, Congress passed the Morocco amendment 
ral Appropriation Act 
effect this required aid to be withheld from 
opinion of the Pre sident failed to co nply with | ited St ates treat 
Acheson announced that President [Truman would not expr 
til the International Court of Justice had pas 
that change i economic conditions 
protectorate over Morocco had modified United States treaty 
Department of State told Congress that United States 
is mandatory but later admitted this 


France just 


promises were not kept Congress, in 1950, 
nally amendment to the ECA Authorization Act This 
\inistrator to end discriminations brought t 
ute When it was rendered fail 
in t 


France so long as M: 


sed on France’s patently 
and the establishment 


was incorrec 
ndment had not been passed. 


INTERNATIONAI RT'S VERDICT ESTABLISHES FREE COMPETITION 


STATES EQUALITY 
em oO 
n he re sly Iphe ld the United States. The followi 


' ‘he princip 2 [economic liberty without any inequality 
mittes | | j ’ 


was intel 

nding charac er. * * * The establishment of the French protectorat 

10 ha t involve any modification in this respect 
same \MLorocc », ¢ vel nder the a i 

erical in international law »is accorded no privileged 

| . position in Morocco. Such a privileged position would not be 

eK th the principle of economic liberty without 


Che United States can clai 


, protectorate, has retained its personality 
In economic matters Fran 
co npatible with 
any inequality 


to be treated as favorably as France as far as 


econborInk natters 1b \lorocco are concerned. 
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FRENCH ABUSES FLOUT INTERNATIONAL VERDICT 

France had solemnly promised to abide by the verdict. However, t} 
French gesture toward compliance is that the 1948 embargo on United 
imports, which the Court outlawed, is replaced by a measure blocking fun: 
sales of the imports Importers of French goods may use their funds to bu 
goods. Regulations still favor French investments and exports to Fran 
similar transactions with the United States. No American has been compr 
for losses caused by the 1948 embargo or reimbursed for discriminatory « 
harges, both of which the Court found illegal. French cartels still thrive 
customs practices continue 

The Department admits that it has not instructed its diplomats to oppos: 
acts nor to protect American interests jeopardized or damaged by them ) 
ean and French court verdicts and sentences against Americans have been | 
down without United States official intervention. The Department, wl 
fusing to act, admits that these actions are based on laws contrary to our tre 
French officials have threatened Americans with reprisals if ihey appeal to 
Government, The French press has stated that the present situation is e1 
satisfactory to the State Department. These statements and threats hav: 
been countered by the State Department 


SATE DEPARTMENT REFUSES EVEN TO ASK TREATY COMPLIANCE 


Ever since the verdict I have asked the Department of State to take th« 
first step toward requiring compliance—a diplomatic note asking for it rl 
half-billion dollars France received on her promise to respect this verdict a 
other circumstances would make a forceful request hard to refuse. Mr. Byroa 
refuses this. He termed it asking ‘‘a pound of flesh.’ He also states it is 
important enough to take up at the highest level (despite congressional eff 

Mr. Utter stated that he knew of 20 areas where discriminations are jt 
bad—sees no reason for singling out France for this one. The Department « 
paid France substantial residues of the fiscal 1951 appropriation after the verd 


FRENCH STALL ON CONVERSATIONS 


Instead of making specific demands these officers continue the conversa 
tactic which has failed for 5 vears. 

Mr. Byroade told the House Foreign Affairs Committee: “{Mr. Rodes’] posi 
is that American businessmen are being discriminated against in Morocco, a 
think that is true. In a legal sense, I think he has a point. * * * The Fre 
put out rules which we said did not fulfill the Court’s decision. We maintain t 
position * * We have attempted to reach a meeting of the minds wit 
French, so far without success. I am trying to get bilateral talks between us 4 
the French to try to iron this matter out.’’ (P. 234, House hearings on Mutua 
Security 1954 

French officials told Americans in January 1953, that conversations will t: 
a long time and the French Government can afford to wait better than America 
businessmen. 


DEPARTMENT STILL SEEKS TO SUPPLANT TREATIES WI'H ITS OWN AGREEME. 


Mr. Byroade seems to object to measures which are right “in a legal sensi 
Yet the whole pretended reason for the suit was to determine the legal tre: 
status and apply it. The fact is that the judgment requires free economy 
which the Department gives lip service but in practice tries to avoid. In a 
recent memorandum the Department states that it will not require enforcem: 

i In eff 
s agrecmenis for treaty terms which 1 
See p. 1850, Senate appropriation hearings on H. R. 8067 


beeause it has consented to controls which prevent iree economy. 
this seeks to substitute the Department’ 
Court found valid 


DEPARTMENT NEGLECTS UNITED STATES DUTY TO MOROCCO 


The United States won its case by showing that integration of Morocco’s 
economy with that of France and maintenance of French cartels harmed Moroc 
and violates her treaty status. It is our own treaty obligation to see that Moroc 
as well as we, benefit from this status. Failure in this is one more evidence of 1 
Department's ‘‘scrap of paper’’ attitude toward these treaties and its support of a 
corrupt colonialism, which, in my opinion, are major causes of the present cha 
which is making Morocco another Indochina. 
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STRICTION 


sent status, anvouve who remembers 
that last fall? \ proviso was 
circumvented 
ity \ppropriation ; 1954 contains 
funds provide¢ is Act nor any of e counterpart 
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Foreign Operations Administration, while 
counterpart account, mentions that $330 m 
reimburse certain French Government expendit ures during t! 
and 1954, 
rphy also stated that under an agreement made in September 
| receive whatever additional counterpart shall be generated b 
December 31, 1954 Mr. Murphy estimates this excess, over the 
illion, to be between $20 and $60 million (p. 280, House Foreign Affairs Com- 
iittee Hearings on Mutual Securi v. 1954 
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third question of principle has been added This is 
by ading cong sional action, the Department of State will finally | 
own Way—-whether this case will show foreign nations and the Departn 
State that they cannot ride roughshod over our citizens’ legal rights or whe rit Mr. Steven 


will help the Department convince Ame ricans that appeal from its decis S is rants behind the 
! ! facts 
urticles he has } 


MOROCCANS BR 


rome Americans in Morocco already believe this. I do not. 
why I am still here 


useless 


I earnestly hope that you will include measures in the bill vou are considering i At Ee 
which will make it profitable for France to comply with the law. To do 

recommend amendments similar t » the following * 

MOROCCAN TREATY VIOLATIONS Moroccans 

average 1n 

Provisos suggested in 1955 Mutual Security Appropriation to remedy th, n the lot of th 

violations based on bill reported by Hous¢ \ppropriations Committee: sang compe 

various infant 1 

a First proviso = ia ’ 

Make the second provision of section 105 read as follows additional languag nf he ganat ter 

recommended shown in italic. House language recommended for elimins A major n 


shown in brackets tended, was th 


‘Provided, That none of the funds herein appropriated shall be used to mal all foreign cur! 
any deficit to the European Payments Union for any nation of which a de. receives in exc 
area fails to comply with any treaty to which the United States and such de el wishes to reex 
area are parties and which treaty has been declared valid by the Inter national ( { French import 
of Justice [said failure to comply has been adjudicated adversely to said natio 
in any court of competent jurisdiction] nor shall any of the counterpart fund 
generated as a result of assistance under this or any other act be made availabi 
to such nation 


giving French 


“An Americ 
currency rest 
lhese are minor changes in the House language which is taken verbatim ft m »lenish his st« 
the 1954 act. ' “The Inter 

The first change pinpoints the proviso to United States- Morocco treaties { the Algeciras 

United States treaties which the Court has assed upon. It also wi 


Justification 


they recently 
new violations which contravene the principles laid down by the Cour acted as a de 

which have not been specifically passed upon by the Court profits could | 

The lack of the words “or any other” before act, as they appear in the first : “One of th 
provision (prohibiting debt payments), was interpreted so as to withhold o 


$600,000 during fiscal 1954 Che addition is essential for effective results, 


ernment B 
; » f 8 
b) Second proviso the ee a 
a en & 
phosphate di 
price well wi 
‘Americal 
world price @ 
interests, int 
Justification vanced in th 


In section 107, add a new subsection as follows 


(5) Profit for any nation or any enterprise of which a majority interest is 
owned by citizens of any nation of which a dependent area fails to comply with any 
treaty to which the United States and such dependent area are parties and which 
treaty has been declared valid by the International Court of Justice.” 


If treaty violations continue in spite of other congressional admonitions and Moroccan p! 


action, this proviso will take the profit out of “offshore procurement” until the 


treaties are honored 
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Christian Science Monitor articles: Edmund Stevens, the Monitor’s Pulitzer 
prize winning Mediterranean bureau chief, wrote two articles which give an idea 
of our problem. I have prepared the attached excerpts which I would appreciate 
your putting in your record. 

Mr. William R. Simone’s comments: Your record of hearings on State, Justice, 
and Commerce appropriations for 1955, on pages 1863-1865, contains a statem¢ 
about me by Mr. Simone [ would appreciate your putting my comments about 
this in vour record 

Comments on State Department memorandum: I have prepared comments on 
the State Department memoranda on ‘‘The Morocco Trade Problem” which ap 
pears on pages 1857-1862 of the same hearings and would appreciate your placing 
them in vour record 


MOROCCAN TREATY VIOLATIONS 


Excerpts from Edmund Stevens’ articles (Mr. Stevens is a Pulitzer prize “In soci 
winner): vaunted ec 
90 percent 
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Monitor, Be 


MOROCCANS BRAND FRENCH CARTELS EXPLOITERS OF NORTH AFRICAN ECONOMY 


Mr. Stevens recently completed a tour of French North Africa to seek the 
behind the news from that troubled area The following is one of several 
les he has prepared analyzing the situation there 


Edmund Stevens, chief of the Mediterranean news bureau of the Christian 
science Monitor, Casablanca, Morocco 


+ * + * * + * 


Moroccans charge that while French colonists enjoy living standards above 
average in metropolitan France, there has been no comparable improvement 
the lot of the natives Real estate in modern towns is French owned, as are 
ing companies. Foreign trade is almost entirely in French hands, as are 
rious infant industries. In agriculture, in which the vast majority of Moroccans 
engaged, the French own one-tenth of the total arable land, including much 
he most fertile portio 
{ major milestone in this evolution toward colonial exploitation, it is con- 
ded, was the pegging of the Moroccan france to the French franc. Since then 
foreign currency earned by Moroccan exports goes to France, while Morocco 
eives in exchange either French goods or goods of foreign origin which France 
wishes to reexport. One consequence of this has been virtually to drive non- 
French importers out of business and goods other than French off the market, 
ving French merchants a complete monopoly of Moroccan foreign trade 


“Phosphate Tightly Held 


‘““‘An American businessman, in Morocco, for example, is subject now to French 
irrenecy restrictions He no longer can convert his receipts into dollars to re- 
lenish his stocks or send home his profits. 

“The International Court recently ruled this illegal discrimination, violating 
he Algeciras Treaty. The French ignored the Hague Court decision much as 

ey recently snubbed the United Nations Pegging the Morocean currency also 
acted as a deterrent to investors other than French for the same reason that 
profits could no longer be converted. 

“One of the most tightly controlled operations is phosphate mining, As the 
mines are nationalized, revenues therefrom presumably go to the Sherifian gov- 
nment But the entire output is sold to one French cartel at a fixed price below 
the world market price 

“When an American buyer tried to make a cash purchase of a large amount of 
phosphate direct from the Moroccan phosphate administration for dollars, at a 
rice well within the world market range, he was turned down 

‘‘American businessmen say they are convinced the difference between the 
world price and the price paid to the Sherifian government is pocketed by French 
nterests, including the Banque de Paris et Pays Bas, as a return on capital ad- 
vanced in the finance of phosphate mining. This bank has many fingers in the 
Moroecan 1 i¢ 

“$10 a Ton Profit 


‘In like manner an American with a manganese mine concession wished to sell 
his output to an American buyer for $37 a ton for direct shipment to the United 
States. He was denied an export license for the transaction and compelled 
instead to sell at this same price to the French cartel Thereupon the cartel sold 
the ore to the same American buyer at $47 a ton 

‘Applying the same method in reverse, sugar, a major import item, is purchased 
entirely from the French sugar cartel at a price well above the world market price 
Consequently consumers—which on this item include the whole populatior ay 
a retail price of 50 percent higher than in the nearby international zone of Tan- 
gier—des;ite the fact that the Algeciras Treaty stipulates that customs duties 
shall not exceed 10 percent ad valorem 

“Space permitting, far more evidence could be cited to document how Morocco 
is being converted into an exclusive French economic preserve. 


“Tlliteracy Cited 
“In social fields, critics of the French administration say that despite the 


vaunted education program, after 40 years of French rule illiteracy still exceeds 
90 percent. 
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ri r nented economkt Wwul 


dual versus genera terests 

<OME OF US OWN APARTMENT HOUSES, VILLAS, GAR 
REHOUSES, ET WE DO NOT WISH TO LOSE THESE T! 

) WE DO NOT THINK MR. RODES’ APPROACH TO THE PROBLI 
L HELP US KEEP TiAiEM.’ 


writer Dh&s a 
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' 
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RODES SI Y IGNORES THE 1 
MIGHT RESULT PUSHI 
TO THEI 


FRENCH DISTRIBUTORS USE THE SERVICES OF AMERICANS TO 
{[AKE PAYMENTS IN THE UNITED STATES * * *. THI MERICAN 
SUALLY CHARGES 6 PERCENT FOR THIS SERVICE AND IT IS A 
OOD SOURCE OF REVENUE, WHICH WERE IT NOT FOR EXCHANGE 
ONTROLS WOULD NOT BE AVAILABLE TO HIM , IF ANY 
INE PLACED AN ORDER WITH ME FOR ANY TYPE OF GOODS, IN 
YY AMOUNT, LARGE OR SMALL, I WOULD MAKE THE PURCHASI 
ND WOULD IMPORT INTO MOROCCO * * WHILE I CERTAINLY 
M NOT PLEADING THAT EVERYTHING ABOUT EXCHANGI 
ONTROLS IS GOOD * INSOFAR AS AMERICANS ARE CON 
ERNED, THEIR APPLICATION HAS NOT BEEN OVERLY BURDEN- 
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Relat onship with French officials after they threaten Mr 


before 

“WE DO NOT APPROVE OF ALL THAT IS DONE IN MOROcco rhe fact: Tl 
BUT FEEL THAT SUCH PROBLEMS AS WE HAVE MAY BEST p} imeriesn Tee 
RESOLVED THROUGH THE MAINTENANCE OF FRIENDLY fy eo" iions a 
RELATIONSHIPS WHICH OUR CHAMBER ENJOYS WITH FRENC} > ities. The 
PROTECTORATE OFFICIALS RATHER THAN RESORTING§ 7 inen but their 
METHODS WHICH CAN ONLY EMBITTER THE FRENCH TOWAR! sonal contact, 
US AND TRANSFORM INTO HOSTILITY THE UNDERSTANDING Se a 
WHICH THEY HAD TOWARD AMERICAN RESIDENTS IN MOROCC\ them in a hig! 
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specifically confirmed the United Stat: The fact 
nee insofar as economic matters in Moro They violat 
controls 
conomic matters’ includes manufacturing, finat The inter 
exchange, domestic commerce, exports and imports.”’ ! that Fra 
Mr. Simone attacks me personally for eriticizing French colonial policy the United ¢ 
Morocco. My views coincide with those of most Americans and a large numbe1 nomic matt 
of Frenchmen tor of Mor 
Mr. Simone ASKS “Who Robs rt |} Rodes represents and who finances l There is | 
xpensive activities He knows that I represent the Morocco Post, America the United 
Legion, with more American businessmen members than his chamber and tha pliance are 
| have support and express the views of many Americans here and in Morocco enter, the I 
who, to avoid “‘frietior with French and American offic ials, do not wish to hav: currently p! 
our connection publicized. Sinee Mr. Simone and his chamber defaulted on their freedom our 
commitments to me for the present campaign which I began at their instigatio1 in Morocco 
in 1953 they have not been Kept informed as they formerly were. Departm 
_ Recently Mr. Simone told me that there was nothing to prevent any Americar merit but t! 
from importing whatever he pleased into Morocco. | reminded him that unwl The facts 
ingness to make a false declaration as to disposal of funds resulting from suc! counsel stat 
imports would prevent it. He admitted that this is correct. ‘ point of vie 
findings we! 
COMMENTS ON DEPARTMENT OF STATE MEMORANDUM (UNDATED) ENTITLED “THI Departm 
MOROCCAN TRADE PROBLEM”’ reasonably 
The fact 
P. 1857, Senate Appropriations Committee (May 1954) Hearings on H. R. 8067 sistence on 
African Aff 
and sees nm 
everything 
Departm 


ance 


Certain statements in the subject document should be examined in the light 
of facts related to them. 


Statement published by American 1amber of Commerce of Morocco dated October 24, 1952, ent es 
tled: “‘United States Trade and Finar re Entitled To Be Treated Identically With Those of France in Moroccan 
the French Zone of Moroes withdrawn 


Report, signed by Wm. R m and two other chamber directors, of meeting with French Protec- 
torate officials, January 13, 195 
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epartment statement: “The argument is mainly, but not entirely, concerned 
the rights of American businessmen residing in Moroeco * * * 
he fact: The broad issues are respect for United States treaties and whether 
erican labor and industry shall be denied treaty guaranteed outlets for their 
icts and sources of raw material These reasons have caused outstanding 
inions and trade organizations to formally support enforcement of these 
es. They all have normal American consideration for independent business- 
but their stated objectives would be served by trade, whether through per 
il contact, through agents, or by mail 
epartment statement: “From 1945 to 1948 some 40 or 50 Americans, mostly 
rvicemen * * * were able to reap substantial profits because treaties placed 
in a highly advantageous position vis-a-vis French businessmen * * * The 
has been magnified by a small group of American businessmen desirous 
turn! to the eonditions of 1945 to 1948 


i 


e facts The Department knows perfectly well that preferential treatment 


ble onlv beeause of the controlled economy which it fosters When free 
petition is restored anvone of any nationalitv in Morocco will buy from or 
to the United States, by mail if he chooses American traders will prosper 
fil ar economic need Cr rtain An ericat evade exist 
lich conflict with treaties and profit therefrom These men 
urtment in preserving controlled economy 
Department statement: “A member of this group has used correspondence 
rviews witl » Department in a highly questionable manner Che e 
Casablanca was presented with a memorandum of conve 
conversation toot place 
ments and correspondence of ¢ unclassified ns 
a only beca 
Departme nt prefers to conceal 
ppeared befor the consul general and n vce 
confirmed the statement, a very usual proced 
naterial bei : lated by the Depart mer 
ve’ » circulate it for 7 mont! 
scinded or 


make 


Morocco 
eferred econo 
treated as favorably 


ned Chis rulit 


Morocco 
the Department kr st nited States ! 
tly ro de far more ¢ llar al Moro, ‘Oo need 

reedom our treati larantee ild greatly stimulate Un Stat nvestments 

Morocco and Moroccan o the United States 

Department statement: ‘‘S« of this group’s arg ! ‘en ithout legal 
nerit but they refuse to ack: W ler the practi Li AST t F } problem 

The facts: The Assistant Secretary having jurisdiction, after consulti 
counsel stated that this group’s arguments are ‘‘entirely correct from a legalistic 
point of view.”’ From a practical viewpoint, why was there a trial if the juridical 
findings were to be disearded? 

Department statement: ‘This Government will continue to do everything it 
reasonably can’’ (for American interests 

The facts: The Assistant Secretary of State handling the matter termed in- 
sistence on treaty compliance ‘‘asking for a pound of flesh.’’ His Director for 
African Affairs states that he knows 20 places where discrimination is just as bad 
and sees no reason for singling out France in this instance A government doing 
evervthing it ean would not use officers who do not want their mission to succeed 

Department statement: ““This Government gave its assent to the application of 
Moroccan exchange controls to Americans in 1944 This assent has never been 
withdrawn.” 
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have ceased to exist, or have been superseded by later agreements 
Department press release No, 1111, October 28, 1950 
id States attorney, summarizing the ca before the Court, stated: 
mcluding the oral presentation of its case the United States would like to 
ards as the real issue in this case The real issue is whether 


Act of Algeciras will continue to guide the destinies of 


mmation, thus begun, fills 2 pages with over 1,200 words divided into 
‘agraphs The decree in stion mentioned only in one sentence and 
only to support the cha I 
French Government pla \ on the S 
tegrate the economic affairs of Morocco with its Wh al { take 


way with all the rights and obligations 


is en- 


immation ends as follows 
rhe specific issue is between two views which will determine the future de 


ymment ol Moroccan economy The decisio! of the Court will determine 
ether the Moroccan econ my will develop in the manner contem] lated in 
act of Algeciras 
Che Court decided the s} ecific issue in the following « xcerpts fre m its findir gs 
The principle [economic liberty without any inequality] was intended to be 
a binding character. * * * The establishment of the French protectorate 
did not involve any modification in this respect 
Morocco, even under the protectorate, has retained its personality as a State 
international law. * * * In economic matters France is accorded no priv- 
eged position in Morocco. Such a privileged position would not be compatible 
th the principle of economic liberty without any inequality. * * * 
“The United States can claim to be treated as favorably as France as far as 
ynomic matters in Morocco are concerned.”’ 
Chis deliberate deception has been called to the Department’s attention for 
er a year 
his reason for it is obvious If i rance can contend that the case ended only 
he embargo decree she is free to replace it with other legislation having the 
ime end result and to continues prefers ntial treatment for French cartels, invest- 
ents and purchases of Moroccan products. She doing all of this If, on 
he other hand, France is forced to honor the principles set forth in the verdict 
d the treaties which the verdict reaffirmed, free competitive economy will 
reestablished in Morocco. State Department officials oppose this as stead- 


astly as eve! 


GENERAL STATEMENT 


Senator Dirksen. Would you like to highlight your statement? 

Mr. Ropes. Yes, Sir. 

My name is Robert Emmet Rodes. My permanent address is 
34 West 65th Street, New York City. I have an export and import 
business in Casablanca, Morocco, and am commander of the American 
Legion post there. 

Since 1949 this committee has recommended 4 laws and approved 
6 reports, all intended to end violations of United States treaties with 
Morocco and to make our State Department protect United States 
interests there. 

[ am very grateful for all this. 

As I said, the entire history of this case shows that upon your 
recommendation Congress has repeatedly urged that these treaties be 
enforced while the Department of State has persistently attempted to 
substitute its own agreements for the treaties and has insisted that it 
should be permitted to, as they call it, negotiate over prolonged periods 
during which Moroccan officials violate the treaties and consolidate 
their monopoly of Morocco’s economy. 

Even the usual first step, a firm note demanding treaty compliance, 
has not been taken by the Department of State. 
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Instead of making specific demands, the Department’s off 


ents Union fo 


‘al ; rs treaty to which 
continue the conversation tactic which has failed for 5 years, treaty 0 we 
act be made av! 
. ing i 
HOUSE COMMITTEE HEARINGS Following th 
States treat) r 
) \ 1 ifills the decis 
Assistant Secretary Byroade, who was appointed early in 1952 megs Neen! of fi 
told the House Foreign Affairs Committee just recently: rece t yall e 
i tion 105. 7 

Mr. Rodes’] position is that American businessmen are being discrimi ection 105 

bent freemen 

against in Morocco, and | think that is true In a legal sense, I think he TI re mmitt 
: ill »* com { 

The French j out rule hich we said did not fulfill the Cx ihe co ; 
atter vigorou 
| President ‘shal 
Phat is the decision of the International Court of Justice).  ( f any country 
tinuling Mr Byroade’s statement ier such trea 
| reaties or exp 
We mair tain that PpOsilior We have atte mpted to reach a meet) or voided by a 
e! i with the French, so far without success l am trying to get bilat eamky tne B66 

talks between us and the French to try to iron this matter out 


That is from page 23 
1954 
The conversations which the Department reported to this committ 
May 1954 (on 1861 of your hearings on H. R. 8067) wer 
concerned not with treaty enforcement, but with details of regulatio 
which the treaties actually forbid 

French officials told 1953, that conversatio 
will take a long time and the French Government can afford to w: 
better than American businessmen 


4 in the House hearings on Mutual Security 


In 


pace 
pag 
(Americans in January 


Now, that statement bothers most Americans who hear it: 
never seemed to bother anybody in the Department of State. 

In reporting the 1955 Departnient of State appropriation last Ma 
this Committee again urged the Department to enforce these treatics 
There has been no change. 


it ha 


FOREIGN RELATIONS COMMITTEE AMENDMENT 


On July 13, the Foreign Relations Committee adopted an amen 


ment to their Mutual Security bill, which the Committee’s summa 
explains as follows 


Paragrap! 3) directs the President to insist 


upon full compliance by other 
countries with treaties of commer trade, and taxes until superseded or 
they have expired When treaties have been declared valid by the Internatio 
Court of Justice the President is to take reasonable measures to obtain just 
compensation for United States citizens for losses sustained, and to insure con 
pliar ce with such decis ons * * * 


[ would appreciate your putting the pertinent section of the Foreign 
Relations Committee’s detailed report in your records at this point 

Senator DirKsSEN It may eo into the record at this point. 

The material referred to follows: 


} xcerpt 


Irom p, 72 of Senate Foreign Relations Committee Report on thi 
Mutual S¢ curity Act of 1954 
2. FRENCH TREATY ORLIGATIONS IN MOROCCO (SEC. 


414 (RB) (3)) 


For several years, the subject of United States treaty rights in Morocco and 
their violation by France has been a matter of deep concern to Congress. Ths 
latest expression of this concern was section 105 of Mutual Security Appropriatior 
Act, 1954, which provided that “after September 1, 1953, none of the funds 
herein appropriated shall be used to make up any deficit to the European Pay- 
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ts Union for any nation of which a dependent area fails to comply with any 
ity to which the United States and such dependent area are parties * * * nor 
ll any of the counterpart funds generated as a result of assistance under the 
be made available to such nation.’’ ‘ 


Following the adiudication by the International Court of Justice on United 


ites treaty rights, the French Government issued a decree which it contends 
fills the decision of the court The De partment tat und that this decree 


of full compliance and ruled that our rights ir oroce ‘re being 
The United Stat C,overnment thereupor to remed action under 

The Department is negotiating with 1 

I ar the State Department 
f accordingly provided in sectior 
ist upon full compliance by other countries or ad 
any country wit all treatic for commerce and trade and taxes, and shall con- 
ler such treaties to be in full force and effect until they are superseded by other 
ate or explt! n accor nee with their own terms or are speci cally nodified 
voided by a verdict of the International Court of Justice; and, when any such 
aty ha declared valid by such Court, shall take all reasonable measures 
ler this act or other authority to assure compliance therewith and to obtain 
st compensation for United States citizens for losses sustained by or payments 
acted from them as a result of measures taken or imposed by any country or 
t area thereof and found by such Court to violate any such treaty 

ro 


nendment requires President to insist upon full compliance by other 


with commercial-type treaties which they have entered into with the 
States It further, directs the President to use all reasonable measures 
May be available to him under this or any other law to secure compliance 
treaties whicl have been declared to be valid bv the Int ‘national Court 
Justice and to secure damages, when these are provable on the basis of valid 
d claims, for any American citizen who has suffered as a 

1] fF unfair action in violation of such treaties 


AMENDMENTS REQUIRING ACTION URGED 


Mr. Ropes. If that passes it will be an expression of the sentiment 
of Congress. I hope it passes and the Department of State will 
comply. 

Nevertheless, I hope you will again adopt amendments requiring 
action. Such amendments would only be operative if the sense of 
Congress expressed by the Foreign Relations Committee is ignored 
as other similar expressions have been ignored by the Department of 
State. 

The House Appropriations Committee again adopted this vear the 
amendment the conference adopted last year and which is in the 1954 
appropriation. 

When the conference report on this amendment was before the 
Senate, Senator Hickenlooper expressed concern that a conference 
language change might have weakened bis amendment. The con- 
ferees reassured him. That is at page 11249 of the Congressiona\ 
Record of August 3, 1953. 


NEWSPAPER COMMENT 


However, the Paris daily, Le Monde, on August 9, 1953—while 
Secretary Dulles was in Korea—announced that the Department of 
State would “limit the effect’’ of the amendment. 

Scripps-Howard had said: 

Our diplomats don’t know whether to obey Congress * * * or look for loophole 


La Monde was right. Only $600,000, a totally ineffective amount, 
was withheld. 
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COUNTERPART FUND PAYMENTS 


FOA General Counsel Wolf told me that FOA action was the n 
mum compliance mandatory under the amendment and that FOA | 
authority to withhold all counterpart if its administrator so des 

Counterpart fund payments are continuing almost as if no leg 
tion had been passed 


STATE DEPARTMENT MEMORANDUM 


A Department of State memorandum dated April 9, 1954, give! 
your committee, states that in reply to an inquiry by Mr. Sta 
about this amendment. Secretary Dulles informed him: 

France comes within the ter of the proviso 


The memorandum goes on to report: 
I 


It then became necessary for the For ign Operations Administration to 
hold a port “ounterpart fund \ few days later, the Foreign Opera 
Administration further informed the | rel 


i *h that the amount of count rpart fu 
affected was $600,000 


That is from p. 1860 of the Senate Appropriations Committ: 
hearings on H. R. 8067 


HOUSE COMMITTEE TESTIMONY 


Recent testimony given the Hovse Foreign Affairs Committee ) 
Mr. John E. Murphy, Controller, Foreign Operations Administratio1 
while no precise as to the balance in the counterpart account, met 
tions that $330 million in coun erpar' is to be released to reimbur 
cer‘ain French Government expenditures during the calendar veal 
1953 and 1954 


Mr. Murphy aslo stated that under an agreement made in Septen 


ber 1953 France will receive whatever additional counterpart sha 
be generated between then and December 31, 1954. 

Mr. Murphy estimates this excess. over the $330 million, to be 
between $20 million and $60 million 

That is from p. 280 ol the House Foreign Affairs Committe 
hearings on Mutual Sex urity for 1954. 

On page 524 of the House Appropria‘ions hearing, Mr. Murphy 
gave an explanation of the dele.ion of this section 105 from th 
adminis‘ration’s draft of this bill. the bill you are now considering 
His explanation Is: 


e 105 Languag for 1954 has been deleted in its entirety, It is co 
si lered a legislative matter and does not appear in the proposed legislation for 
1955 in the Mutual Security Act, 1954. H. R. 9678 Its inclusior in 1955 lang 
wr d be inconsistent with ex ive-brancl policy 


As I stated, the House committee included it anyway. 


SUMMARY OF SITUATION 


Now, to summarize: French Moroccan laws and regulations con- 
trary to the treaties and the court verdict still are in force. This 
provis on is not being interpreted in a manner which will require the 
treaty compliance which was the legislative intent of the amendment. 

When I called these abuses to your attention 5 years ago there were 
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o principles involved: Justice to American citizens who were il- 
ally deprived of their livelihoods, and respect for treaties without 
ch orderly international relations cannot exist 
\ third question of principle has been added. This is whether, by 
eatedly evading congressional action, the Department of State will 
ally have its own way—whether this case will show foreign nations 
nd the Department of St: ate that they cannot with impunity ride 
shshod over our citizens’ legal rights, or whether it will help the 
Department convince Americans that appeal from its decisions is 
eless. Some Americans in Morocco already believe this. I do not. 
hat is why I am still here. 


RECOMMENDATIONS 


| earnestly hope that you will include measures in the bill you are 
onsidering which will make it profitable for France to comply with 
e law. ‘To do this I recommend amendments similar to the follow- 


I would like to put these into the record, if 1 may, and say just a 
rief word of explanation 

Senator Dirksen. Without objection, they may appear in the 
record at this point. 

The material referred to follows: ) 


MOROCCAN TREATY VIOLATIONS 


Provisos suggested in 1955 mutual security appropriation to remedy the 
olations based on bill reported by House Appropriations Committee: 
\) First proviso: 
Make the second provision of section 105 read as follows (additional language 
ecommended shown in italic. House language recommended for elimination 
own In brackets 
"Fr ed, That none of the funds herein appropriated shall be used to make up 
ny deficit to the European Payments Union for any nation of which a dependent 
ea fails to comply with any treaty to which the United States and such dependent 
ea are parties and which treaty has been declared valid by the International Court 
[said failure to comply has been adjudicated adverscly to said nation in 
irt of competent jurisdiction] nor shall any of the counterpart funds 
result of assistance under this or any oiher Act be made available 


House language which is taken verbatim from 


npoints the proviso to United States-Morocco treaties the 
ites treaties which the Court has passed upor It also would 
lations which contravene the prin ‘iples laid down by the Court 


but which have not been specifically passed upon by the Court 
The lacl the words “or any other’? before Act, as they appear in the first 
provision (prohibiting debt payments), was interpreted so as to withhold only 
600,000 during fiscal 1954 Che addition is essential for effective results 


B) Seeond pri 


} 


tion 107, add a new subsection as follows 
Profit for any nation or any enterprise of which a majority interest is 
' i 4 nation of which a dependent area fails to comply with 
United States and such dependent area are parties and 
declared valid by the International Court of Justice.”’ 


violations continue in spite of other congressional admoniiic ns and 
roviso will take the profit out of “‘offshore procuremen ntil the 


nored 
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If an importer in Morocco buys anything in the United States, he 
ist leave the proceeds of the sale of that import as a permanent 
nvestment in Morocco. If he buys from i*rance he may send his 
oney back LO France and buy more goods, 

In other words, he can turn over once every 15 or 20 years if he does 
isiness with the United States; he can turn over once every 3 months 
he does business with France 

Those are two violations There are dozens of others They 
aintain cartels which are absolutely contrary to the treaties ‘| hey 
ive treaty forbidden restrictions in highway) transport and in 
ianufacturing. 

In other words, in a country where a multilateral treaty assures 
economic liberty” that is diplomacy s parlance for free competitive 


enterprise, as we know it—Colonial officials have put in a whole French 


vstem of regimentation and cartels just as if it were a part of France 
J 














COURT OF JUSTICI 





RULING OF INTERNATIONAL 





The International Court of Justice has ruled they cannot do that 
In my statement I have given many details, not only from my own 
experience but from that of other people who are unbiased and 
authoritative 

Senator Dirksen. How extensive is your business in Casablanca? 

Mr. Ropes. Right now, nothing at all. 

Senator Dirksen. Do you still have a trading office there? 

Mr. Ropes. Yes, sir; 1 have 

At the present time the French are being very lenient in enforcing 
exchange controls as far as imports from America by Americans are 
concerned 

In other words, there are Americans who are now importing from 
the United States. The French allow them to state how they have 
used the proceeds of those sales and do not delve into the truth of 
those statements 

If I wanted to bring textiles into Morocco, sell the textiles, and by 
devious means get the money back into the United States to buy more 
textiles, I could make a statement saying I had used the money to buy 


gold. Just now the Protectorate would not question that. Because of 
bette 


this Congressional agitation they are trying to build up a 
reputation, and they would just not delve into my statement 

But, of course, many of us are not willing to do business by making 
false statements, especially when the business between here and 
Morocco is supposed to be on exactly the same basis as the business 
between one United States State and another, 12% percent customs 
duty excepted. 

Senator Dirksen. Plus the fact that if a whim seizes them 

Mr. Ropes. They might send me to jail. 

Senator Dirksen. That is right. 

Mr. Ropsgs. I see, Senator Dirksen, that you are familiar with the 
workings of controlled economy. Thank you very much. That is 


all I have 
Senator Dirksen. Thank you, Mr. Rodes. 
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AMERICAN BOAT BUILDERS & REPAIRERS ASSOCIATION 






STATEMENTS OF JEROME F. HEALEY, EXECUTIVE SECRETARY 
AND RICHARD F. COTTRELL, AMERICAN BOAT BUILDERS ! 
REPAIRERS ASSOCIATION, NEW YORK, N. Y. 








OFFSHORE PROCUREMENT 


Senator Dirk Next we will hear Mr. Jerome F. Healey, of 
American Boat Builders & Repairers ‘A sociation, 2382 Grand ¢ 
course, New York N } 

l understand Mr. Cottrell is going to appear also. 

Mr. Hrauery. Yes, sii 

Senator Dirks 








Very well, gentlemen, vou may proceed and 


us what vour interest in the pending proposal, 
Mr. Heatey. Yes, Mr. Chairman. 
| am the executive secretary of the American Boat Builders ai 


Repairers Association, which is an 


association consisting of 100 sn 
boatvards in the 


nited States 

In other words, we build the type of boats that are required, such a 
mine sweepers, patrol boats, and so on. 

Senator Dirksen. Not pleasure craft? 


Mr. Hearsy. Not pleasure craft, no 


I would like to, for the purpose of brevity, offer in evidence, ai 
BP 


Operations Administrative Conference, 
American Boat Builde: 
on March 19, 1954 
Senator Dirksen. We will file that, Mr. Healey 
minous to be put into the record. 
Mr. Hearey., [| think it 


building and shipbuilding in the United States. 


with representatives of 
s and Repairers Association, at the Pentagon 


It is rather volu 


Senator Dirksen. Are your yards entirely on the east coast? 

Mr. Hearey. On the east coast. And we have a few on the west 
coast. We run from Maine down to Florida. 

Ilere is the situation: We are dominated by Government activity 
In other words, we are a feast-or-famine industry. If there is a war 
we are bursting out at the seams. 

During the peak of World War II, in both private construction and 
navy vards, there were 1,700,000 employees. That went down and 
up to about April of this year, including navy yards, there are 200,000 

In other words, we are off 85 percent. 

What gripes us, Senator, is the fact that we 
procurement as such, 
money is concerned 1 


are not against offshore 
but we are against it insofar as spending ou 
n foreign countries. 









STATEMENT OF POSITION 










Senator DIrKsEN. “% me paraphrase the question for you: You 
believe that instead of buying minesweepers out of friends’ yards 
for instance, even iocel you might get 4 for the price of 3, if they 
were built in the United States, you believe there are certain offsetting 
factors, such as jobs here, plus income taxes that go into the Federal 
Treasury, and a general stimulus to our economy, so that we could 
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ime, a record of proceedings of the Joint Defense State Foreicn 


lls the sad, tragic, but true picture of both 
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| afford, under the circumstances, to get 3 vessels instead of 4 and 
| buy them at home? 
Mir. Heatey. That is correct 
© final analysis, we would be better off to | uild them here 
vanted to point out. the Associated Press reported at the end 
June that the Yugoslav Government sign a $3,500,000 contract 
build four small minesweepers for the United States Navy under 


United States offshore procuremen 


his i the first uch contract 


nd 


That is o1 story bri 
Senator Dirksen. Di vou see the lancuage 
yf the authorization? 
Mr. Heauey. It is practically the same as thi 
Senator Dirksen. They put in four recitals, 
vould apply to vou One would be tl » adverse effect ipo! 


vith 3] ecial re feren * LO areas ¢ ar surplus. 
SUGGESTED AMENDMENT 


Heratey. We would like to suggest, if 
as follows 


We feel that before any money goes out of this country to 
ships in Europe, particularly in countries where Communist 
are in control, that at least the American shipbuilder and the Ai 
workman should have three-quarters of a loaf 

Charity, of necessity begins at home And while we are not 
looking for charity, we are looking to stay alive. We feel very strongly 
about this 

In this record which I have filed, there is a resolution that Senator 
Herbert O’Conor introduced in 1952, and many other statements and 
surveys bv various governmental agencies 

Senator Dirksen. I suppose by “capacity” you mean the amount of 
tonnage that all of the vards could turn out in 1 vear, let us sav? 

Mr. Heacey. I would put it this way: We contend and our survey 
has indicated that we are working at less than 20 percent of our 
capacity 

Senator Dirksen. I am thinking of your lancuage in terms of 
specific guidelines that can be determined by some administrative 


official 
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If, for instance, you got ready to buy a mineswee per out of a Frene} 
yard and here was this provision, you might conceivably say, “How 
do I know what the capacity of the yards is?” 

So there ought to be some specific figure, | would think, that 
could tie to 

Then in the language of your amendment you say 75 percent. So 
if you measure the tonnage on keel, let us say, in your yards, you « 
arrive at some kind of a conclusion. It has to be reasonably asc 
tainable 

Mr. Heavey. I think Mr. Cottrell, who helped author this amend 
ment, who will testify briefly, with your permission, following my 
will elaborate on that. I think he will make reference to a recent 
contract award for minesweepers awarded for the United States 
Navy to prove our point that out of a selected list of 82 proposa 
received by the Navy Department, that 7 yards in the contra 
recelyv¢ ad contracts 

What happens to the other 75? 

Senator Dirksen. Of course, we are not concerned here particulat 
with the Navy 

Mr. Cottrell, could you tell us about this guideline? 


MOBILIZATION POTENTIAI 


Mr. Corrrei.. I think that, administratively, there is a way thi 
we could determine what you would call capacity at the moment and 
what 75 percent of baat oa city would be. Each one of the vards 
that we represent, in fact, each one of the small yards in this country 
has been surve ve d | DY the 7 avy from the sts andpoint of its mobilizatio: 
potential 

A rather involved report has been put together on each arent: 

In that report is included the estimate by the Navy was to th 
yards’ present capacity for production in terms of dollars. 

More simply stated perhaps, they will look at a yard I am associate 
with and say they can handle $1 million worth of construction per 
year. After mobilization perhaps we can handle two or two and 
half million dollars worth on multishift basis. 

But I say the information is on hand from the Department of 
Defense defining what we mean by capacity. The application of this 
75-percent rule should not be too difficult. 

Senator Dirksen. It is not measured, then, against tons, but dol 
Jars; is that correct? 

Mr. Corrreu. Dollars, ves 

[ think it is hard to tie it into tons, for the reason that we have 
wooden ships and steel ships, and a ys ard that oot build, let us say, 
5,000 tons of steel ships in a year might only be able to build 2,000 
tons of wooden ships. But dollars is a better yardstick. 

Senator Dirksen. Insofar as you know—and I presume you remain 
reasonably familiar with the types of vessels that have been purchased 
under this program—do your yards have the capacity to build those 
vessels and the skill and the know-how? 

Mr. Corrreiy. Yes, sir; there is considerable unused skilled 
capacity in this country right now, sufficient to build this entire 
offshore shipbuilding program. 
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FOREIGN COUNTRIES 





IN 





PURCHASES 


Senator Dirksen. Now, let us assume you can buy in Japan or in 
France, or in any country to whom you wanted to bestow a little 
nomic aid to help their economy, that you could buy 2 minesweepers 
for the price of 1 here, would you still contend that we ought to spend 
‘money here and take | rather than 2? 
Mr. Corrrey. Sir, I feel that you must compare the net cost in 
s country as opposed to overseas. I know that in the yards that I 
familiar with, that each man in the vard pays taxes, that our 
suppliers pay taxes, I pay taxes, the owners pay taxes. And it would 
ippear to me—I am no statistician—but it would appear that if we 
paid $500,000 for a vessel, that at least $250,000 comes back to 
e Treasury in one form or another. 
So the net cash outlay in this country is nothing like the dispro- 
rtion which would appear by comparison comparing prices 10 
pan, say, with the United States. 
I do not know whether this is an argument, or not I feel that it is 
Senator Dirksen. | think that it is an argument 
The thing is also shot with a lot of complicated factors. There is, 
for instance, the purchase of narrow gage, small locomotives either in 
dia or for use in India. Behind it all, of course, you have foreign 
id and, secondly , gingering up their economy) a bit as a part ol the aid. 
And counter to that, of course, are the indirect benefits that accrue 
o the Treasury and to the economy generally here 
I can see both sides, as a matter of fact, but my inclination is going 
to be on your side, unless there are other factors that are pretty near 
he basis of this program and this objective 
| think I see the picture 
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Mr. Corrreti. Let me say, Senator, to bring out one more point, 
that as far as building up the economy of these other countries is 
oncerned, we are in this case talking about the shipbuilding industry, 
rr the boatbuilding industry 

In Europe the ship and boatbuilding industry is a healthy, growing 
thing, as compared to this country. There you go to Europe and find 
vard after yard building to capacity, and over here you see yards shut 
down. There is no comparison, I think, as you well know. 

Senator Dirksen. They have to retrieve their war losses in mari 
time tonnage, and that is readily understandable. 

Then, I suppose, there is the matter of tradition over there as to 
this shipbuilding skill that has been going on long before this country 
was born. 

I assure vou gentlemen we will try to look at the realistic side of 
this, and see whether or not something can be done about it. 

The committee will understand that where there is a picture of 
distress of 100 small yards, it is a problem. 

Mr. Heauey. One of our yards went out of business a few weeks 
ago that was building Government vessels in World War I and in 
World War II. 

Senator Dirksen. The owner or operator of the yard certainly 
cannot maintain and prevail upon skilled manpower to stay around 
and keep up his heavy duty equipment. 
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Mr. Corrretyi. W 
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TEXTILE WorRKERS UNION OF AMERICA, 
Washington, D. C., March 28, 1954. 
STYLES BRIDGES, 
senate O flice Buildi i on, dD. ¢ 
YEAR SENATOR BR t \ ‘quested the Senate Committee on 
opriations acti sig f ire United States trade equality with 
‘e in Morocco, as guaranteed by treatic reaffirmed by the International 
; stice Legislat was adopted but we now find that it is applied in 
which does not accomplish the result whiel f { ne co ete 
rider last vear was that the Department , 
our Moroccan treaties are violated No concrete 
ect the discrimination which the ruling acknowledges 
») without saying that it is the duty of the Department of 
even with special | 


letter of July 
‘quest at vou and your coliea es 
mittee intervene to cause the Department of State to 
se treaties without further delay 
ivy yours, 
Joun W. EprLMAN, 
Wash ngton Rep sentative. 


CO 


General Appropriation Act, upon reco) 


, conlLamne ] nd d 0 of ig VIoroeco Lo 


d a@ prov 
guarantee United Sts trade eq 
any other nation. The intent of ‘gislation 
he Textile Workers Union of America, IO, | hereby 
provisos which would carry out this intent We ask this becaus 
n Moroceo as a legitimate outlet for United States textiles 
i] issues of human rights which are involved 
first 4 months of this year Morocco imported almost $9 million wort! 
ies, prince! cotton goods Of this total only $288,000 worth, or about 
reent, was furnished by the United States. During this period United 
ts, in general, to Moroeco, were a little over 50 percent of the same period 
iast yvear On the other hand dollar sales to Morocco from other countries almost 
doubled. This slump is because of French regulations which deliberately flout 
an International Court verdict restoring United States rights to complete equality 
Moroccan trade 
abor people working abroad tell me these trade restrictions are engineered and 
d by the French Government under pressure of car and monopolies 


1c oO suppress ordinary ¢ ympetition by every meat ance propel 
This program applies with peculiar severity in the French colonies 
Both the popular press and the learned journals in this country (Foreign Affairs, 
among others) have carried articles on the suppression of free labor movements in 
French Morocco and on French exploitation of native workers Back in 1951 | 
remember that a very reliable team of newspaper men stated that American officers 
building our bases had protested French refusals to permit them to pay decent 
wages to Moroccan In this connection I am transmitting an article by Edmund 
Stevens, the Christian Science Monitor’s Mediterranean bureau chief, and a 
double page of a pamphlet on Morocco published last September by the Carnegi 
rnational Peace Might I point out that this pamphlet was 
gie Endowment while the present Secretary of State was 


people ever adopt communism it will be simply because of 

the French colonial administration Reestablishment of 

Morocco, of course, would not cure all the ills of that country but 

would be an important step toward improving the local economy and the living 
standards of the people. 
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Ordinarily the Textile Workers Union of America, like other CIO unions. o 
riders on appropriation acts itio 


pov ch However, in this particular case the conditio 


di 1ere is so glaring and has continued for so long that we are recomme! 
t ” ; restriction similar to the one you inserted in the 1951 appropriation a: 
added to the Mutual Security Appropriation for other than direct militar 


I am mailing ‘opir ft] : 
i mailing ec s of this letter to other members o ie Senate riat 
hoe mbers of the Senate Appropria 


rrusting that vou will | 


ve able to act favorably on this request, I remain 
Very truly, = 
JoHn W. EpELMAN, 
WW ashington Revresentat 
Senator Dirks) nN. At this point in the record we will insert stat 
ments received by the committee relative to this bill. 
The statements referred to follow:) 


STATEMI NT BY Lavra L. Warers, Presipenr. Re Hovst 
350 To Promote THe ForeiGn Powuicy or THE 1 
INTERNATIONAL TRAV! AND THE EXCHANGE O} 


Joint Resour 
NITED STATES BY Foste! 
Pr RSONS 


The Waters Travel Service has heen operating es a full-fledged travel bur 
for the pest 25 vears, with a trained staff presently of 10 persons. 


smell travel agents established throughout the countrv and ec ia on = 
; a t onsider ourse! 
a significant segment of private industry playing our part in the fosterin; 
international relations and understanding. Therefore it may seem incor si { 
for us not to fully sympathize with House Joint Pesolution 350 now under 


aiding i : ‘ 
ideration by this committee and even appear that we are opposed to the act 


our Government paternalitically proposes, apparently for our best interests. W: 
wenn heartily approve and support any measure we feel would be to the pul 
interest 


In 1939 the 76th Congress considered H. R. 5412 under which a Natio! 


Travel Board was to be authorized under the Secretary of the Interior \ 
corresponding bill, H. R. 6884, wes introduced in the Senate in August 1929 
Enactment of the bill and calling it the United States Travel Bureau was not 
effected until June 1940 when it was approved as a rider on another bill. Th 
travel agents did not oppose the bill and endeavored to cooperate with the new 
established Travel Jureau From the travel agents’ angle it was not satisfactor 
Che l nited States Travel Bureau continued in the Interior Department througi ; 
out the war but was finally closed. c 
Later, section 117B of the 


Commerce 





ECA Act was activated within the Department 
and confirmation of Government travel prot i activiti is 
eee aoe var th aan ; ! a el p motion activities is col 
aine - — ngs on t. 7289 before the Senate Appropriations Committ« 
Piao ro ‘Thomas Schneider, Assistant Secretary for International Affair 
eth a ment of Commerce, stated: ‘‘I would like it to be unde rstood at the outs: 
« the . rre - m4 rhe. +i . c - 
that the program of travel promotion for which these funds are sought, is not a né 
program, and the expense invol T 


program has been carried on b 


ed is not a new expense to the taxpaver. Tl 
rt m4 3 y the Office of International Trade for a number « 
vears. But in recent years, the funds were provided by the ECA, and then mor 
lately by the mutual securitv organization.” This 
when financial support was withdrawn (p 


I 


program was discontinur 

als Gaui cn aan 1604, hearings before the subecommitt« 

of th I on Appropriations, U. 8S. Senate, 82d Cong.). At that tim: 
Senator McCarran spoke of “teeming travel” and suggested that “the Gover: 

ment Travel Department in Commerce be eliminated entirely for a year and find 
out if travel were reduced anv.’’ The result of that hearing was as stated th 
discontinuation of the Travel Branch of the Offce of International Trade in tl 

Department of Commerce. Since that date, May 1952, travel has continued t< 
ee all over the world, apparently without United States Government 
assistance 


Foreign countries which maintain travel bureaus are doing magnificent wot! 


and travel agents throughout this country enjoy a very pleasant relationship wit] 
them Naturally, they are Government-owned 
cities of their own countries 
course, they 


and maintain offices in various 
as Well as having offices established in America. Of 
are primarilv interested in promotional and propaganda work | 
encourage trave | to tl err countries in order to seeure dollars ' 
We must bear in mind that whatever travel there is in the world stems pre 
ponderantly from America. Currency restrictions make it practically impossibl 
for travelers from other continents to leave their own country borders. Canada 


lexico, and Cuba are often consolidated in the figures given out showing the num- 
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r of people crossing borders and dollars spent However, very little emphasis 
placed upon promoting travel to these border countries, whose total travel 
lume far exceed that of Europe. If the countries of the American Continent 

e excluded from the travel total, the shrinkage would be shocking 

The specific objections to the bill are summed up as follows: 

a) We already have the Fulbright and Smith-Mundt Acts to promote the 
exchange of persons” and there is apparently no failure of the exchange program 
der these acts 
b) As these acts cover “study and eculture’’ it would hardly seem a function 
the Government to promote travel for sports, etc 
As to technical information our American know-how, it has been and now 
being exchanged by the Government departments without the necessity of a 
ymmission. Private industry is also carrying this activity forward on a grand 
cale 
d) The State Department, for years, has been “eliminating and reducing 
\fficial impediments” without the necessity of a bill, act, law, or another com- 
sslOn 
The study of ‘travel flow and travel market’ is being adequately done 
by the existing Government departments 
f) If “cooperating in broadening the travel market by encouraging lower cost 
und larger capacity transports and encouraging travel by special interest groups’ 
ieans subsidies to build larger capacity transports or hotels for special interest 
roups, it would hardly be in the public interest 

y) “Assisting with foreign technical assistance’’ is covered by comments in 

and (f) above 

h) “Cooperation between United States Government departments and foreign 
rovernments dealing with international travel’ is, and always has been done by 
the State Department. 

Sections 3, 4, and 5 are nebulous unless they are the sole reason for section 7 

Section 6: That ‘the Commissioners shall receive no compensation for their 
services and shall be paid actual and necessary expenses,’’ would not preclude 
substantial expenditures beyond present anticipations, which fall into the cate- 
gory the public thinks of as junketing. 

Section 7: Would section 7, suggesting the “‘possibility of further legislation,”’ 
imply that if the travel agents were not fostering and promoting sufficient inter- 
national travel, that legislation empowering the Government to enter this field 
might be enacted? This would seem to be the only reason for further extending 
Government control 

Section 8: “Setting a day of expiration’’ is hardly necessary, for the history of 
established commissions show that they rarely expire unless they meet with 
sufficient opposition 

Section 9: Since this section states the “proposed measure is a joint resolution 
and proposed that the various departments be authorized to cooperate to the 
point of contracting for labor and other services” it would appear that the appro- 
priation of moneys would be necessary for the completion of its objectives (as one 
of the witnesses, in favor of the bill testified, “the $78,000 which is to be requested 
would hardly accomplish the purpose in mind” Also large sums of money 
would be required if used for larger capacity transports, hotels, etc., and these 
moneys would eventually come from the taxpayer. Is this consistent with the 
present administration’s policy? 

In view of the above and possibly many other points which are not mentioned, 
should a bill be introduced which, in the main, repeats functions already being 
performed by Government departments? 

Further, may we summarize our position as follows: 

1. Travel as private competitive, commercial industry is thriving and Govern- 
ment intervention can do little or nething to promote it 

2. Insofar, at least as Europe is concerned, existing present passenger facilities 

taxed to maxmum capacity during the height of the season This could 
only be materially altered by increasing the number of ships and planes at Govern- 
ment expense (via subsidies) and filling them for a few months only 

3. In view of increasing operation costs, low-cost travel can only be expanded 
by Government subsidy 

$4. Compilation of statistical data, simplification of regulaton pertaining to 
travel and similar matters are being competently dealt with today by existing 
offices in the State and Commerce Departments 
5. It is apparent that the travel business is flourishing without, or in spite of, 
official interference or regulation. There are few, if any, crying abuses to be 
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t With governmental and intergovernment agencies at home and abroad. 
ubstantial e\idence of the concern of the American people for the welfare of 
ople in other lands is the fact that between 1939 and 1953 approximately $3 
lion were contributed by Americans through their organized agencies to meet a 








le variety of needs 
[In their programs of giving aid on the basis of need without reference to creed 


other factors, these agencies have made an immeasurable contribution to peace 








areas of tension and unrest 
u 
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RAMS 
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AN VOLUNTARY AGENCIES 
IN OVERSEAS 


AMERI( 
COMMODITIES 





I. THE RECORD OF 









PROC 












Between January 1950 and March 1954, American voluntary agencies distrib- 
ited a total of 364,226,979 pounds of powdered milk, dried eggs, butter, and cheese. 
a total value of $118,372,400 in more than 50 countries and areas of the world, 
Breakdowns by commodity, agency, and country are attached in annexes | and 
[. These commodities were declared available to agencies for varying periods 









if 
for a total of less than 2 vears. 

On the basis of past performance, and given the opportunity for the coordinated 
planning over a 3-year period, which would be provided by favorable action on 
our recommendations, the member agencies of the American Council have esti- 
mated that they could integrate into their programs very much larger amounts of 










surplus commodities 
The agencies stand ready to assume the considerable extra administrative costs 
and responsibilities in connection with the effective distribution of American 








surplus commodities. 











SURPLUS COMMODITY DISPOSAL THROUGH 


AGENCIES 





FOR EXPANDED 
AMERICAN VOLUNTARY 






II. RECOMMENDATIONS 










The following are our recommendations for expanded surplus commodity dis- 
posal through American voluntary agencies. While we feel that all proper channels 
should be used for surplus commodity disposal, including normal commercial 
channels at home and abroad, domestic school-lunch and welfare programs, gov- 
ernmental arrangements, international agencies and American voluntary agencies 
for free distribution to needy people overseas, our recommendations are confined 
to the last-mentioned category as the only channel within our competence. If 
we dispose of surplus commodities only on the basis of spoilage danger or defense 
needs, we are not meeting the moral challenge presented by our abundant 














surpluses. 

The extent to which the voluntary agencies can participate in any such expanded 
program will depend on the extent to which the Congress and the administration 
find it feasible and desirable to act favorably on these recommendations. Both 
legislative and administrative action will be required to carry out the recom- 
mendations. Following each of the four reeommendations given below, we have 
added a summary of ways in which these might be implemented, from both the 
legislative and the administrative points of view. 

(Notre.—The expense to the United States Government of carrying out these 
recommendations will be offset by the saving in storage charges which currently 
amount to over $500,000 a day.) 

Recommendation 1.—That surplus commodities be made available over a 3-year 
period to recognized American voluntary agencies for free distribution to needy 
people overseas, permitting the agencies (in a way that has not been possible 
under section 416 of the Agricultural Act of 1949) to develop sound long-range 
disposal programs supervised by American personnel, that may pave the way 
for, or complement, self-help programs administered by the indigenous voluntary 
agencies of the recipient countries. 

This may be aecomplished: 

(a) By the President’s making maximum use of the voluntary agencies in the 
transfer for disaster and other foreign relief purposes of a portion of the com- 
modity set aside as provided for by title I, section 103 (a) (1) of the committee 
print which embodies the recommendations of the Secretary of Agriculture and 
which is now being considered by the House Committee on Agriculture. 

(6) By having the administrator of any Government overseas surplus disposal 
program make maximum use of voluntary agencies for free distribution and work 
out appropriate arrangements with the agencies whereby the latter can know the 
amounts of specific commodities they can reasonably count on receiving over a 
3-year period, as well as sizes and types of pack. 

Recommendation 2.—That the list of commodities available to the agencies, 
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yortunities to show its moral power. The challenge presented by the mountains 
surplus is a moral one which, if met dynamically, can help immeasurably to 
ire the sympathy and imagination of the world 
his moment the voluntary agencies are working in the interest of those 
ple whose needs and insecurity present the greatest threat to the stability of 
free world. While they are in the present position of asking for increased 
ilities to move increased amounts of surplus commodities, the agencies are in 
continuous position, with or without surplus, of making real contributions in 
ibled, necessitous, and refugee packed areas 
The people now being aided include the inhabitants of areas beset by 
snd by endemic diseases that result in the lowering of production and those whose 
ergency needs have arisen from the wars and upheavals of our time In the 
ler group art the uprooted expellees of Western turope; the hundreds of 
yusands of destitute people who have crossed the lron Curtain into the West 
ce the end of the war; the massed refugees in cities as Berlin and Trieste; the 
ll unresettled Arab refugees; the refugees displaced at the time of the drawing 
borders between India and Pakistan; the million and a half refugees from 
mmunist China who crowd the port of Hong hong; the displaced millions in 
rea (1 million of them unable to return to their homes in North Korea), who 
trving to make a new life in a land gutted by war; the millions of civilian 
fferers in the war action in Indochina 


merican oluntary agencies have alid dist ul 


on channe for surplus commodities 


2 carried 

in these and other areas under the direction of American personnel and with 
e aid of thousands of volunteers, both American and indigenous The real 
st of whether voluntary agencies can handle large amounts of surplus commod 


es is whether they have channels of distribution in the areas of tension and need 


Our agencies are particularly strong in having developed cooperatiy working 


Programs of day-to-day help, rehabilitation and resettlement, are beings 


lationships with networks of private agency welfare centers around the globe. 


‘o outlay by Government could duplicate such systems of aid and service. 
[rained American representatives supervise, through local personnel, the use of 
American contributed supplies, including surplus commodities, in projects in 
hich need is the sole criterion, and a well-rounded program of rehabilitation and 


elf-help, the goal Voluntary agencies vouch for the fact that the needy groups 


rved by them lack purchasing power, and therefore, any aid channeled to them 


ould not interfere with national or international economies 


j j J } / 
irplus con modiltes distribution Supplements long 


In many areas of the world, long-term developmer 

an aid, are now in tf ving \ case in point is 

here land reform is accom . long-term road, 

ents Meantime, th f & needs of the people 
rid from the outside, and the vord that rings | l) tl ughou 
pressed area fame’’—hunger The use, rough voluntary agencies, 

lus products has already played a real role in this isis area of Western Europe 


\ stepped ip program of distribution of surp! is foods in South Italy , through the 


oluntary agen es, could have an imvortant effect on this area in the next 3 
ears Voluntary agencies can present the people-to-people aspect of these food 
fts in a far more effective wav than can government government aid 
Another xample of the effectiveness of voluntary ag ; utilization of s 

'uets is a school fee’ing program in North Africa whe e complete 

ipplied Cail he } rram is part of a larger voluntary effort to raise heal 

1 


the area by the establishment of baby clinics and antitrachoma 
1 example is the contribution of the voluntary agencies to 
programs 1n long range reconstruction and levelopment plans ti 

vas as Germany, Incia, an? Pakistar 


Such aid programs can serve as pilot projects ernmental and inter- 
1 


governmental groups in the areas serve 
The peo ple-lo- peo pl aspect of surplus com noditie 1 

The present leacership of our Nation, recognizing that the wealth of surplus 
represents the wealth and procuctive capacity of all the people of the United 
States, has shown its interest ll preserving the people-to-people aspect of Ameri 
gifts No better wav can be foun’ than to use the already existing channels 
American voluntary agencies now working abroad In the strengthening 
voluntarvism, there is a concomitant strengthening of true Cemocracy 

At a time when free associations of citizens are being destroyvec’ over so great 
an area of the world, it would be of paramount significance for the Unitec State 
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to provice for the world at large a living illustration of its confidence ji: 
voluntary associations of its citizens 

The countless letters of thanks from private agencies and indivieuals in va 
areas of the free world to American voluntary agencies attest to the eff 


voluntary aid programs, an‘ especially to the importance of surplus commo 


not only in saving lives, but in giving renewe* hope to the Cispossessed ar 
uprooted They al ittest to the fact that the American origin of the goo 
widely known to the recipient organizations and incividuals overseas 


CONCLUSION 


\merican voluntary agencies through their ongoing programs are alr 
earrying seeds of peace into more than 50! of the most troubled and necessit 
areas of the free world The problems of these areas, though in many c: 
moving toward solutions, are not by any means solved and greatly expanded 
through voluntary agencies could not interfere with normal trade channels 
the people served by the agencies are precisely those who lack access to 
available through normal trade We recommend that the agencies’ continu 
contribution to the peace through the rehabilitation of needy and disposse 
people be strengthened by the allocation of an expanded list of surplus ec 
modities for use in areas now being aided, and for use in areas where effective ; 
programs could be undertaken. 


ANNEX | Total pounds of surplus commodities shipped by all voluntary age? 


for periods of approximately 12 months 1950; 38 months 1952 and 9 months 1 


to Mar. 5, 195 


[Figures supplied by U. 8. Department of Agriculture] 























Milk Eggs Cheese Butter Tota 
1950 and 1952 125, 924, 775 33, 945, 300 8, 459, 830 37, 743, 206, 07 
1953 to date J X), 452, 880 q 22, 012, 750 45, 687, 560 158, 15 
Total pounds 216, 377, 655 33, 945, 309 30, 472, 680 83, 431, 335 364, 226, 
! Milk made available May 1953, butter August 1953, and cheese October 1953, 
? None available 
Nore.—Total dollar value: $118,372,400 
Distribution by age neies 
Agency Milk Eggs Cheese Butter Total 
American Friends of Austrian Children $160, 000 $60. 000 $80, 000 $390, 000 $H90. 11 
American Friends Service Committee 5, 745, 000 842, 000 1, 030, 000 625, 000 8, 242, ( 
American Jewish Joint Distribution 
Committee 1, 725, 480 393, 800 990, 400 1, 406, 240 
American Middle East Relief 7, 170, 000 250. 000 2, 500, 000 
American National Red Cross 1, 240, 000 1, 
American Relief to Germany 750, 000 750, 000 200, 000 1, 700, 001 
Ch h World Service 20, 050, 525 1, 588, 754 980, 750 4, 785, 560 27, 405 
Co iittee on Christian Science War 
time Activities 40, 000 20. 000 
CARE 37, 578, 050 13, 369, 895 1, 402, 530 14, 722, 725 1 
Foster Parents’ Plan for War Children 120, 000 80, 000 35, 000 60, 000 295, 01 
Hadassat 30, 300,000 4, 462,000 | 11, 561,000 | 36,878,350 | 8&3, 201.3 
International Rescue Committec 5, 150, 000 600, 000 580, 000 1, 517, 900 7, 847, % 
Iran Foundation 1, 110, 000 20, 000 60, 000 
Lutheran World Relief 24, 845, 000 2, 777, 000 1, 710, 000 4, 200, 000 
Mennonite Central Committes 530, 000 66, 000 28, 000 60, 000 
Near East Foundation 53, 000 53, OOK 
Pestalozzi Foundation 80, 000 30, 000 100, 000 210, 0 
Save the Children Federat 40. 000 40, 
Unitarian Service Committee 116, 000 116, 00% 
Unite Lithuanian Relief Fund 
America 40, 000 . 40, 00 
War I ief Services NCWC 79, 627, 600 8, 542, 860 11,975,000 16, 025, 560 116, 171, 02 
Total 216, 377, 655 $3,945,309 30,472,680 83,431,335 364, 226,9 
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\nwneExX II. Countries and areas in which American voluntary agencies 
tributed surplus commodities (Jan. 17, 1950 Apr. 7, 1952 and May 4, 195 
5, 1954) 


[Figures supplied by the U. 8. Department of Agriculture 


Dried whole 


eggs 


Countries and areas 


Pounds 
mwah) 


su2 


ROK 
848 
, 500 


064 


Id C 

1TeOCCt 

tuiana, British 
Guiana, Dutch (Surinam 
Haiti 
Holland 
Honduras, British 000 
Hong hong-. ‘ OOO 
ndochina 

lonesia ; 
Iran 016 ( V2 
iraq O16 100 
Israel 008 37, 178, ; 3 050 
Italy , 032, 168 , 26, 302, 050 
Japan 552, 368 32, ROO 
Jordan 350, 000 l i, ) 000 
Korea 221, OO8 372. 4 
Lebanon 2,016 37 3 02 
Liberia , 504 51,050 
M lay o / 000 
Malta 000 000 
Moroceo, French 800 $31, 495 R80 
Nigeria ‘ 672 . 300 
Okinawa 000 1 OOK 
Pakistan 71, 000 320, OOK 
Palestine 70, 000 OOK 
Panama OOK 
Peru 504 
Philippine Island , 016 
Portugal , 008 
Sierra Leone 4 
Spair , 00S 


504 

5, 460 

000 

400 

224 
510, O06 18, 000 


Other countries (7 69, 560 65 


Total, all countries.-.... — 33, 945, 83, 431, 335 


VoLuNTARY AGENCIES IN SERVICE PROGRAMS ABROAD 


A position paper by agencies associated in the American Council of Voluntary 
Agencies for Foreign Service, Inc.—Adopted at the ninth annual meeting, 
American Council of Voluntary Agencies for Foreign Service, Inc., January 22 


1954 


In our lifetime events of such catastrophic nature have occurred that around 
the world people have been ravaged by hunger and disease, uprooted and vic- 
timized. Their desperate need has called forth an unprecedented stream of aid 
from the American people. Some of this aid has been given by the people acting 
through their Government, some has been given through voluntary agencies 
which the people themselves have created. 


50226—54——25 
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Whatever the specific function or purpose for which 


a voluntary ageney 
earees ee in case two essential conditions which led to 
eing: on the one ha id, the existence of an urgent need whiel 
iot being met ;and on the other hand, the impelling desire on the part f : 
umber of individuals in a position to help, to provide aid which sat ino 
> | 


ne ; } 
inced could come from no other source 


established there were in every 


lis enatehihiess Te ; 
o matter how bri ad or arrow the scope of an agency—whether its pur 


i T ~~ Ps ‘ » i 
ie 1 types of assistance over a wide geographic area or 
rovision Of a single type to a single group lor 


5 the provision of vari 


ern on * pa oe it will continue to serve so lor 
Basics he u mali 
asically t iniversal quality which distinguishes the work of all volunt 


agencies is tl direct. ve , 
ch is the lireet people-to people relations! Ip, enabling concerned hun 


ies Of communication with peo j 
I | ple who des ‘es tl 
which American agencies can offer soonsemee 


beings to establish direct lit 


Jasic. also. is the 

sod ae » Bi «Af , is e voluntary assumptio 
iblical in concept of responsibility for other human beings in need the ' 
i lng c. e unt 


ate, the harassed, the victimized 


int 
For the g : he contribu 
giver, the contributor, the existence of the voluntary agenev thus meet 


i deeply felt urge to personal action which even the most generous governme! 
u s £ ‘Trhnmenta 


action can satisfy r 
. ion cannot satl fy For the recipient, the aid meets a two-fold need first 
obvious one of complementing assistance provided by governmental and 


governmental agencies iy 


and second, and perhaps ever “ej 
at ne ts , an hs 1 more important, the li, 
— ice Of personal sympathy, faith, and confidence — 
' ortar ae tha -] 
= rtant as the work of the voluntary agency is, it cannot take the pla 
peer L is, ‘ i f » place 
. ue arge! effort of Government However, governmental programs are dain t 
xy the fact of their ‘vitable ’ iD ae em 
D3 te = he . inevitable tie with governmental policy, and cannot car 
so full ¢ gree »¢ ‘er F le f a 
es ill a degree the concern of people for people as can the voluntary ager 
neue pine te peop ary agen: 
* . act of assistance on the part of a voluntary agency is an act of faith 
a ere = certain situations, certain conditions under which government 
action ¢{ assistance ‘ » il j 7 oe 
a . istance may be inexpedient, inadvisable, impossible or even una 
»¢ ‘ > 2A « ‘ ' } ; j 
ptable n these ituations the voluntary agency, maintaining itself : 
operations outside of the political arena, frequently ir ’ ' r ti with i _ 
' al ¢ a, 1 cooperation With indigeno 
vol ; j i 2 
luntary groupings, is often able to fill the gap, to provide vitally-needed : 
to point the way to new forms of service 0 a 


Such has be e 
ch has been the time honored role of the voluntary agency Some of tl 


(merican agencies wer 
I an ag 1es were ent ate 2A ra . +; 
ae Me * Were entru ted with these responsibilities by groups of Americ: 
people more than 60 vears ago, others came into being during and since the Seco 
World War to meet the w ‘cedente ! ing thi ia 
ol i precedented needs created during this period 
rt il ee - of the concern of the American people for the welfar 
of people in other lands is the aon) 2e eeOr : aaa 
ae a oon . is the magnificent record of giving between 1939 and 195 
_ 2 3 ve the assitance provided directly by governments of the world a 
R, } a | tat a \ io tergovernmental agencies as the United Nations Relief a: 
tehabilitation Administration, the Internat , i er 
istrs , th rnational Refugee Orgs ‘ ‘ 
ee cee eee ee ; iger rganization and other 
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f igration, oluntary agencies actus performed a function whic 


+} 
ss personalized way 


Government would otherwise have assumed in a | 
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encies alone. In some areas it may be that there is no further need for gov- 
rnmental assistance, but in others, the withdrawal of such assistance would 
1\ount simply to the abdication of responsibility. 

The voluntary, people-to-people approach is common to all of the agencies 
iat make up the American Council of Voluntary Agencies for Foreign Service 
gardless of their specific fields of work. It is because of their common con- 
rn that agencies of varied purpose and differing philosophies have established 
he Council as a place where they can discuss mutual problems, consult, share 
xperiences, and develop joint action when indicated. Thus, the Council, not 
in operating agency itself, becomes a clearing house for the agencies, finding 
anv areas of agreement among its members agencies yet giving full recognition 
) differences 

For despite differences, the principle of voluntaryism is basic to each agency. 
Nach of them provides a way for people to express their goodwill freely and 
lirectly and to contribute personally, even at a sacrifice. And because this 
oncept is deeply rooted in American democracy and in the minds and hearts of 
he people of America, the voluntary agency will continue to exist so long as 
ere are those in need of aid and others determined to he ‘Ip them. 


MEMBER AGENCIES 


Adventist Relief Agency of the General Conference of Seventh-Day Adventists 

(American Baptist Relief 

American Bureau for Medical Aid to China, Inc. 

American Committee for Emigre Scholars, Writers and Artists, Inc. 

American Committee of OSE, Inc. 

American Federation of International Institutes, Inc. 

American Friends Service Committee, Inc. 

American Friends of Russian Freedom, Inc. 

American Fund for Czechoslovak Refugees, Inc. 

American Jewish Joint Distribution Committee, Inc. 

American Middle East Relief, Inc. 

American National Committee to Aid Homeless Armenians (ANCHA 

American ORT Federation, Inc. 

American Relief for Poland, Ine. 

Boys’ Towns of Italy, Inc. 

Brethren Service Commission 

Chureh World Service, Inc., National Council of the Churches of Christ in the 
ie. 

Congregational Christian Service Committee, Inc. 

Cooperative for American Remittances to Europe (CARE) 

Foster Parents’ Plan for War Children, Ine 

General Council of the Assemblies of God, Foreign Service Committee 

Girl Scouts of the United States of America, Inc. 

Hebrew Sheltering and Immigrant Aid Society, Inc. 

International Rescue Committee, Inc. 

International Social Service, Inc. 

Iran Foundation, Ine. 

Lutheran Service to Immigrants of the National Lutheran Council 

Lutheran World Relief, Inc 

Mennonite Central Committee, Inc. 

National Council of Jewish Women, Ine. 

Near East Foundation 

Russian Children’s Welfare Society, Inc 

Salvation Army 

Selfhelp of Emigres from Central Europe, Inc 

Tolstoy Foundation, Ine. 

Unitarian Service Committee, Inc 

United Friends of the Needy and Displaced People of 

United Lithuanian Relief Fund of America, Inc 

United Seamen’s Service, Inc 

United Service for New Americans, Inc. 

United Ukrainian American Relief Committee, Inc 

War Relief Services of the National Catholic Welfare Conferences 

World University Service 

Young Women’s Christian Association, Ine. (World En 
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SUPPLEMENTAL STATEMENT OF WyNN C. Farreigip, Honorary CHarRMay aving a dollar 
AMERICAN CouNCcIL OF VOLUNTARY AGENCIES FOR FOREIGN Servic remitted sums 
4 $2814 million 
Mr. Chairman and gentlemen of the committee, my name is Wynn C. Fairfield sround the wo! 
of New York City ery much less 
1 am honorary chairman of the American Council of Voluntary Agencies fo; United States | 
Foreign Service, Inc I also happen to be executive director of the Department these supplies 
Chureh World Service of the National Council of Churches of Christ in the Unit, 3. The estim 
State of America, a member agency of the American Council. Other of our 4 to ocean freigh 
member agencies include: war relief services of the National Catholic Welfa; of 200 million } 
Conference, the American Jewish Joint Distribution Committee, Lutheran Wor] ountries inch 
Relief, the American Friends Service Committee, CARE. and many others Trieste, Yugos 
s my privilege to present this statement on behalf of the member agencies of th. ymounts of su 
American Council, which during the postwar years have been shipping materia areas of the w 
relief supplies to people in need in devastated areas all over the world. A detailed lothing are c¢ 
lescription of the work of the agencies, giving typical examples of some of thei Hong Kong, I 
programs, was incorporated in testimony which I gave on behalf of the America ete, These ay 
Council before the House and Senate Agriculture Committees last month in hea It is reasonab! 
ings on surplus commodities disposal \ copy of our testimony to the Hous commodities d 
\griculture Committee, April 30, including the American Council position pape: in fiscal vear | 
is attached hereto as part of this statement. The volunt: 
Since the end of World War II these agencies have shipped many millions of ment of the p 
pounds of clothing, bedding, medicines, food, and equipment contributed by the program legis 
American people in every State of the Union, and surplus commodities, generous! effort of the A 
given by our Government, to desperately needy people of Europe, the Midd\ has real impor 
East, Asia, and other areas. The agencies represent tens of millions of United world is attes 
States citizens who year after vear have contributed, even to the point of sacrific« overseas work 
generous supplies of material aid and money as tangible evidence of their deep! origin of the ¢ 
felt concern for fellow human beings in need Motivated by humanitarian and 
religious principles, these Americans, through their agencies, have brought lif 
and renewed hope to the dispossessed and the uprooted and have carried seeds of lHE CASE FO 
peace into the most troubled and necessitous areas of the free world. Distributio wees > 81 
of material relief has been made on the basis of need alone, without reference to ots 1955 , 
creed or other factors _s ae 
The voluntary agencies wish to take this opportunity, as they have had th By 
privilege to do before, to express to the Congress as well as to the executive branc! 7 
of their Government their deep appreciation for the large quantities of surplu 
commodities which have been placed at their disposal for appropriate distributio For your 
abroad. They also express their appreciation for the reimbursement by thi Norman, 124 
Government of ocean-freight charges incurred in transportation of material relief made of the 
goods Assistance of the Government has been of tremendous value in this area For India. 
of their work; and without this assistance the amount of relief materials whic! the committ 
the agencies could have sent would have been cut by many millions of pounds The Citi 
The voluntarv agencies stronely endorse the provisions of section 705 of the to urge cong 
proposed working draft of the mutual security program legislation, 1955. These nomic assist 
provisions include a) appropriation of not to exceed $4,400,000 to pay ocear administrath 
freight charges on relief shipments by American voluntary agencies in fiscal vear “The com 
1955, (6) use of additional funds made available under the act, in amounts to b: welfare lead 


Dorothy 


letermined by the President, to pay ocean-freight charges on shipments of surplu tinue Unite 
{ | commodities, and (c) making arrangements with receiving countric and Indian f 
entry and payment of inland freight bv those countries. and to cones 

upport of « endorsement of these provisions, we submit the followin greatly und 


nsiderations 


greatest odc 
e voluntary agencies have year-round programs for the collection of own democr 
food, and medical supplies for overseas relief, in addition to the surplus States in pa 
irrently being made available for supplemental distribution over “The peo 
encies must finance these programs themselves, paying inland-freght people of lh 
«| States, insurance and processing costs. Funds for these costs, we compris 
annually run into millions of dollars, must be obtained from private citizens the peoples 
securing of such funds is increasingly difficult at the same time that the weed be so short- 
h material aid overseas is still of critical importance in many areas. Thi democratic 
provision of ocean transportation supplied by Government, therefore, actually “The cor 
iultiplies the amount of such food and clothing which can be accepted for ship- developme! 
! $19.5 millic 
ie calendar year 1953, the voluntary agencies shipped food, clothing, tration for 
es, and hospital equipment having a total dollar value of $82,196,984 to "eunaddiheel 
1) countries of the world. Included in this were shipments of surplus com seen eat 

es donated to the voluntary agencies by the United States Government 


SC 
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ing a dollar value of $31,363,208. In addition to this the voluntary agencie 
emitted sums of money in support of their overseas programs totalling nearly 
$28 million This multimillion-dollar investment in the welfare of people 


ound the world and in the promotion of peace and good will, would have be 


much less, as I stated earlier, if the comparatively small investment of the 
states Government tn pavment of ocean-freight costs on a major part ot 
ese supplies had not been made available 


The estimated weight of relief supplies which the agencies wil 


have shipped 


irsable countries by the close of fiscal vear 1954 xcess 


st of over $4 million in ocea 
a, Germany, Greece, Ira 
Formosa, India, and Pakistar The ager 
= ipplic » paving the ocean-freight costs themselves many 
world where the need is great \ppeals for shipments of food and 
ning increasingly to the voluntary agencies from Korea,! Jordan 


con ih 


Indochina, Japan, and many other areas in Africa, | 
appeals make insistent demands upon the budgets of the agencie 
rable to « xpect that, without allowing for a pos ble expal ded s+ irpl is 


f reney shipments 


s disposal program, the normal volume of voluntary a 
ar 1955 will be at least as large as for fiscal year 1954 


voluntary agencies, and their constituencies, firmly believe 


provisions of section 705 of the working draft of the 
isiation 1955, will significantly enhance the 


»f the American people t 
as real importance in gaining good will and friendship for America 


is attested to bv the countless evidences of gratitude receiy 


hrough their voluntary agencies 


t } , 
who 


as workers from recipient individuals and institution ) 
of the goods is well know) 


FOR Unrrep States Arp To INpDtA—A PLeA To Support An | 
D SraTes TECHNICAL AND Economic ASSISTANCE PROGRAM 
1955 as REQUESTED BY THE EISENHOWER ADMINISTRATION 


Norman, chairman, Citizens Committee To Suppor 
Aid For India 


press col fe rene held at the home 


on Monday, May 17, 1954, annou 
F F ‘itizens Committee To Support Un 


nade of the formatior 
For India The following statement was issu 1 by Mrs. Norma 


he committe 

ittee To Suppor 

support for an extens nited 
suested by 


States tec! 


ram for India for 


x 
Let s co nposed ot @ distil s L grou} 
leaders, who, di , 1 by the possibility that Cong 
1 Stat aid t ndia, because of oceasional differe 
, are urging 4 ongress gnore such oee:s 
oO Ct rate instead upon human need Che people of Indis 
tly under colonialism and feudalism rhev are now struggling 
greatest odds—-to build a new, strong, deomocratic India They 
own democratic government—as well as the free world in general 
their own economic and social bet 


States in par icular n terms of 
I 


Che people of the United States have a vast communit f it 


ple of India, spiritual and political as well as economic. Moreover 
comprise the two largest components of the free world—-namely o1 
peoples of the free world Thus we must esk ourselves how we 


o short-sighted as not t 1 the utmost cooperation te 


democ re.tic Ir dis 
The committee f rs appropriation of $104.5 millior SR5 mill 


develop nent Assistance for India to pr mmote its economic ce Ve lope 


$19.5 million for technical cooperation, as requested by the Eisenhower adn 


tration for 1955 
1 to the yjluntary 


Adn 


October 195 
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‘The committee further agrees with Secretary of State John Foster Dulles 
recent testimony before the House Foreign Affairs Committee to the effect. tha 
despite any differences between India’s foreign policy and that of the Unit: 
States: ‘Freedom accepts diversity.’ Mr. Dulles stated: ‘The Government 
India is carrying on a notable experiment in free government. It provides 
striking contrast with the neighboring experiment being conducted in China 
the Communist police state system. We believe that it. is important to 
United States that India’s 5-year economic plan should succeed. and that 
continue to help in this is legitimately in the enlightened self-interest of t} 
United States.’ 

“The fact to which we should turn our attention is that no road to stabilit 
well-being or security Asia, and thus in the entire free world, can bypass Nev 
Delhi, India being one of the strongest bulwarks of democracy in the world toda, 

“Among the members of the new committee, to date, are Dorothy Norma: 
Henry A. Atkinson, Albert A. Bolton, Henry J. Carpenter, Lucille Colony, Els 
Harper, Robert T. Henry, Donald Harrington, William Goldsmith, Margaret 
Olsen, Louis H. Pink, Miss Herman Reissig, Fred Riggs, faymond 8. Rubino, 
Russell Stevenson, Thelma Stevens, James Mathews, Clarence Pickett, Bernat 
Confer, Margaret Bender.”’ 

\ fact sheet on ‘The Case for United States Aid to India” is being sent to yo 


WHAT CAN YOT DO? 


Write t or wu I ers of Congress at once. 

Protest against ; Torts to discontinue or curtail United States aid for Ind 
for 1955. 

Arrange to see your Congressmen. Urge others to communicate with and s 
members of Congress. 

Get in touch with members of the House Committee on Foreign Affairs, th 
Senate Foreign Relations Committee and the two congressional appropriatio: 
committe 

Also please communicate with President Eisenhower and the majority an 
minority leaders in both Houses of Congress. 

See that radio and television programs are arranged; that there is widespread 
press and Magazine coverage; that meetings are organized, in order to infor 
others about the facts involved Act promptly and effectively. 

Write lett r t the press Testify at p iblic hearings before congressio! a 
committees on this Vilaiiy important subject. Get others to do so 

Chere must be a spontaneous and sincere movement on the part of the Amer 
ican people to save aid for India for 1955; to put into practice, in internationa 
terms, the democratic precepts we profess to follow at home, We are judged 
by our acts. Urge Congressmen to make only responsible statements. Th 
United mtates expects understanding from othe rs. We must in turn understand 
viewpoints that differ from our own 

If you are a member of an organization, see that a resolution is passed favoring 
aid for India. Send copies of the Resolution to your Congressmen. 


Fact SHEET ON THE Case FOR UNITED States Arp To INDIA 
1. THE PROBLEM 


United States aid for India for the fiscal year 1955 may be jeopardized in the 
Congress of the United States. Why? Because some Congressmen are taking 
the view that, due to occasional differences in foreign policy, we should discontinus 
aid for India. Such a view must be vigorously opposed. 

2. WHY IS IT IMPORTANT TO GIVE UNITED STATES AID TO INDIA? 

The most important question we must ask ourselves at this time is how we 
the people of the United States, with our vast community of interests with the 
people of India, can be so shortsighted as not to cooperate to the utmost in helping 
to build a new, strong, democratic India? We dare not forget that India and the 
United States together comprise the two largest components of the free world 
namely, one-third of the peoples of the free world. 

Not political differences, but human need must be our primary concern, Thus 
we must help generously and constructively to resolve the problems of a great 
people who have suffered under colonialism and feudalism, and who are struggling 
against the greatest odds to better their standard of living, and to maintain a 





M’ 


cratic way of 
re the House 
lia’s foreign po! 
Freedom acce) 
riment in fre 
g experimen 
We believe t 
omic plan sh 
he enlightene 
The threat w 
is it exclusiv 
e-world securit 
i social health 
The Honorabl 
irned to Ame 
economie and 
estimony before 
‘I welcome tl 
nomie and te 
resident earlier 
‘There has b 
estioning as 1 
gram. I hoy 
India will ass 
‘First, let mv 
continuance. 
past aid has be 
pprove bv Con 
‘Indians are 
ire advising in 
ive establishes 
being made | 
pporting thei 
echnicians in | 
1 demand fo 
‘The people 
ent and are t 
This is in shat 
resent leaders 
whieving such 
1 tragic day fe 
ind they there 
yvernment. 
resent effort 1 
“T am keen! 
ind ourselves. 
United States 
lemocracy ale 
liversity of v 
strength to the 
‘‘Let me sa 
arrived at ligl 
jusly Over a } 
to continue a 
beneficial to b 
During last 
referred to tl 
and the demos 
pointing out 
were more efi 
this would h 
worthwhile al 
India succeed 
In his rece! 
S. Paul, regi 
tions, Foreig 
inhabitants, : 
improve thei 
“This is a 


nent 
Vide 
lil 
to 
hat 
of 1 
Ni; 
toda 
rma 
| 
rg: 
iT 
























MUTU SECURITY APPROPRIATIONS, 





AL 








rat way of life As Secretar f State Joh 
the House Foreig Affairs ( 
i's foreign policy and our ow: 


mmittee, despite any 


Freedom accepts diversity The Government of India is carrving on a not 
iment in free government It provides a striking contrast with t!} ‘ 


experiment being conducted in China bv the Communist police state sys 





Ve believe that it is important to the United States that lia )- 
omic plat should succeed, and that to continue to help in this is le ma 
enlightened self-interest of the United States 

Che threat we face ioted Mr. Dulles is neither ° short te ; 

is it exclusivel -* militarv. * * * Therefore, we should strive to hold 
world security commitments to levels which are compatible with the eco 
social health of ourselves and our allies 

The Honorable George \ Aller United States Ambassador to India. has 


{ 


irned to America in order to testify before cong 
1 technical assistance for India for the fiscal year 1955 Ir 


economic and 
mony before the House Committee on Foreign Affairs, he stated: 





[ welcome this opportunity 





omie and technical assistance to India as recommended to the Congress by 
‘ lent earlier this vear. 
has been much discussion about India’s attitude toward us and some 
‘ r as to whether we sh continue our aid with the current 
gram I hope that the information I have obtained during my year 
India will assist the members of this committee in acting his reques 
First, let me say that the leaders of India desire our aid and will 


ntinua experience and observatio1 


( And from perso 
aid has bee effectivelv use tl 
yj ] 


will also be effectivel) 





id t the proposed program 


used. 


are Well aware of what we are doing to help them 


prove by ( Ongress, 
Indians 


Americans te 





advising in the various Ministries in New 
e established personal relationships of a very friendly character and their wor! 
eing made more immediately effective because of the economic aid whi 
port their technical advice They are working with Indian expert 
hnicians in bringing to the India people some realizatior of the people’s | 
demand for economic improvement 
The people of India and their leaders believe in a democratic for f go 
nt and are trying to make economic progres through democratic instituti 
is is in sharp contrast to autocratic, dictatorial Communist method 
ent leadership of India and the Congress Party are politically committe 
lieving such progress Il admire their courage and aspiration lt w 


tragic day for us if their present confidence in democratic methods s 


d they thereby would abandon hope for the future under a democrat for 
vernment It is fully in our own interest to do what we can to assist i 
esent effort now being made in India 

aware of the aiff rences of opinion al d policies t eel I 


‘l am keenly 
id ourselves The poli ies of the Government of India and 
nited states are frequently ain rgent But we should keep i! mind 
emocracy and freedom of opinion go hand in hand and that freed 
versity of views. It is my belief that an independent India is a sour: 
free world. 

that my views on next year’s aid program for India were 

ndeed I have considered this question seriously and con 


foreign 
om ! s th 
rength to the 


‘Let me say 
rrived at lightly 


isiy Over a pt riod of 12 months. | have come to the conclusion that It ts 
» continue a substantial program and that the results of such actio 
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He described the latter as specta 
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ointing out that 


in ( 


at 


were more effective in raising the standard of living than those used 
have tremendous impact. He expressed the opinion tl 


this would 
tifiable to make a contribution to helping the free 


vorthwhile and ju 
India succeed. 


In his recent testimony befere the House Foreign Affairs Committee, Norman 
t, South Asian, and African Opera- 





regional director, Office of Near East, 
tions, Foreign Operations Administration, spoke of South half 


inhabitants, and of how eager the newly independent peoples of this area a 


S. Paul 
Asia’s 


improve their material conditions 


“This is a turbulent area,” stated Mr. Paul 
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Its peoples are poor, illiterate, hungry, and handicapped by disease ‘We, the peo] 


pressures demand SOlUTILOI 


sovereign Democ 

“However much continued Mr. Paul, “such conditions are readymacd ice 

extremists and agitators, they are readymade also for a dramatic demonstra “ “Liberty 

of how hunger and disease can be overcome, knowledge expanded and, at 3 ‘qualit 

same time freedom wor and preserved “ quali 
‘The funds req ted for United States aid to India for fiscal 1955.” con 


M : ms : Nation; 
Mr. Paul, ‘‘are needed to help and encourage the governments in this area suc ® {py our Constitue 


: this Constitution 
It iong has bee a guiding principie of American foreign policy that our “You will rec 
being inevitably is linked with the well-being of other nations. In this by cho of the grea 
America helped to establish, and joined, the United Nations: initiated the Ma ~ Madam Pani 
shall plan, point 4, the mutual security and foreign operations programs \ssembly, furth 
supported the U. N. expanded technical assistance program. ovements of t! 
Although demands on American taxpayers are great, economic aid for Eu; ‘Our leaders 
has been appreciably reduced at this time, and, in any event, the real quest ours,” she has « 
we must ask ourselves is whether we can afford not to give economic and tech) the writings of . 
assistance to India? As the International Development Advisory Board sta ration of Inéepr 
in its recent recommendation to the FOA us in the pursu 
The free world will only be as strong as its inderstanding of its true « egislators in th 
nterests * * * its acceptance of * * true partnerships * * * ” in India’s 1%. 
In translat the beliefs and aspirations of its peoples into achievem« Federal legislat 
: lhe technical assistance programs for underdeve loped areas are a syml Indian incepen 
this partnership and ¢ same time a major instrument for its accomplishny secret ballot, ¢ 
Che United States Government should vigorously s ipport the technical oceurrence, the 
operations programs both of the United States and the U. N. as a long-range part India notes not 
of the United States foreign policy because it is politically, economically a work,” but tha 
morally the right thing to do. The planning and budgeting for such progra if it fails, the 01 
should be undertaken insofar as possible on a long-range, rather than on a India’s Amb 
annual or relativel ort term basis “While dem 
endeavoring to 
energies and f all America 


resource s of I ‘ratie forces * 
Che phrase Indiar peopl it should be remembered, does not refer to a mer force in the In 


abstraction, but to individual! human beings who look upon their situation Going on to ' 


concrete terms, and who are bound to judge both the democratic Indian Gove “Our laws ¢ 
ment and democratic | nited States, in terms of how their own economic condit inchecked. A 


s improved within the near future. The Indian people, after all, associate 
present poverty with their previous colonial status. They are now in the se\ 


in this demonstration 


Every effort should be made to mobilize. in s ipport of this great effort 


+ 


activities, take 
- anv form of b 
vear of their newly wo independence That independence must bring impro to hatred and 
ment to individual Indians If it is not forthcoming the Indian people are bou “Though ou 
r oe hey are bound to judge democratic institutions in terms our best safeg 
the economic benefits they pro luce Civil liberties alone are not enough. It democratically 
therefore, the spiritual dutv of Americans—with our vast re Steeeaitie. nls 


ne 
the fruits of ad 


; are provided : 
f democracy with the people of India. 


opportunities 
“Without e 
HOW MUCH AID FOR INDIA HAS BEEN REQUESTED BY THE EISENHOWER ] land in whict 
ADMINISTRATION FOR 1955 modern know 

and individua 
Sir Sarveps 
“What is tl 
for opinions V 
own thoughts 
to live under 
promote the 
THE GOVERNMENT, THE LEADERS OF INDIA ARE DEMOCRATIC however rept 

“The unre 

\ United States State Department bulletin for July 1953. commented: dving. If w 
“The Constitution of the Republic of India contains sections involving a bil that all pers 
of rights that draw heavily on United States Constitutional theory.”’ the rights of 
Prime Minister Jawaharlal Nehru of India, during his visit to this country principles of 
repeatedly stated how the framers of the Indian Constitution owed a debt to th eager to imp 
framers of the I nited States ( oustitutiol He said: 


104,500,000 total, $85 million for development assistance (assistance primaril 


for promoting economic development and supplying needed commodities an 
equipment $19,500,000 for technical cooperation. 
Che funds requested for India involve no military aid. No strings should 


tied to United States aid for India. It should be given in generous, cooperati\ 
spirit 


is not skin-d 
y interest you to know that in drafting the Constitution of the Republi that now di' 
have been greatly influenced by your own Constitution. The pre 


r constitution stat 


es that 
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We, the people of India, having solemnly resolved to constitute India into a 
sovereign Democratic Republic and to secure to all its citizens: 
‘ ‘Justice, social, economic, and political; 
“ ‘Liberty of thought, expression, belief, faith, and worship; 
‘quality of status and of opportunity ; and to promote among them all 
‘« ‘Fraternity assuring the dignity of the individual and the unity of the 
Nation; 

our Constituent Assembly we do hereby adopt, enact and give to ourselves 

s Constitution.’ 

You will recognize in these words,’”’ he concluded, “that I have quoted an 
ho of the great voices of the Founders of your Republic - 

Macam Pandit, President of the eighth session of the United Nations General 
\ssembly, further has stressed the basic similarity between both the freedom 

»vements of the United States and India, and their Constitutions: 

Our leaders found many parallels between their struggle for freedom and 

yurs,”’ she has observed, ‘‘and were inspired by the example of Abraham Lincoln, 

e writings of Jefferson and Paine, and the great truths contained in the Decla- 
ration of Incependence. The earnestness and 4incerity of your pioneers helped 
is in the pursuit of a great ideal, just as your Constitution has influenced our 
egislators in the drafting of the Constitution of the Indian Republic.”’ 

In India’s 1952 general elections to fill approximately 4,000 seats in State and 
Feceral legislatures—the first such elections to be held since the regaining of 
Indian incependence in 1947—approximately 107 million Indians cast votes by 
ecret ballot, and with full freedom for all parties. Commenting upon. this 

currence, the aforementioned United States State Department bulletin on 
India notes not only that ‘‘the people of India are intent on making democracy 
ork,” but that ‘‘if democracy succeeds in India, all of South Asia is buttressed ; 
f it fails, the outlook in Asia will be very bleak indeed.”’ 

India’s Ambassabor to America, G. L. Mehta, recently remarked 

‘While democratic traditions and practices have their roots in India, we are 
ideavoring to build up institutions and ways of life to strengthen these demo- 
ratic forces * * *. The rule of law has been, from the earliest times, a major 
force in the Indian concept of society 

Going on to comment about present conditions in India, the Ambassador stated: 

“Our laws do not permit subversive activities, violence, and sabotage to go 
inchecked. Any citizen who, for whatever reasons, indulges in these antisocial 
ictivities, takes the consequences of his actions, but we do not normally outlaw 
inv form of belief or thought provided it does not lead to overt actions leading 
to hatred and violence 

“Though our rights are fortified by the Constitution and the law, we feel that 
ir best safeguard for peace and welfare are the vigilance and awareness of our 
lemocratically elected Government, in seeing to it that the citizens of the country 
ire provided with the* basic opportunities of education, employment, and other 
pportunities to stimulate the exercise of their own initiative 

“Without exaggeration or immodesty, India can be described as a resurgent 
and in which age-old problems are being dealt with democratically and with 
nodern knowledge and technicians by the cooperative effort of the Government 
ind individual citizens.” 

Sir Sarvepalli Radhakrishnan, Vice President of India, has just stated: 

‘“‘What is the democratic way of life? It includes good faith, tolerance, respect 
for opinions which we do not share, equal justice for all, the power to speak one’s 
own thoughts, to act according to one’s conscience, do one’s duty as one sees it, 
to live under a government which one has a voice in making and unmaking, to 
promote the causes and advance the reforms which command one’s devotion, 
l\owever repugnant they may be to the rulers 

The unrest in Asia and Africa is proof that democracy is growing and not 
iving If we sincerely believe in our professions that all men are created equal 
that all persons, irrespective of caste and creed, race, and nation, are ¢ ntitled to 
the rights of life, liberty, and the pursuit of happiness, if we accept seriously the 
principles of religion, that we are the kith and kin of one another * * * if we are 
eager to imple ment the principles of the [ N Chart r, u our faith in democracy 

not skin-deep but from heart core, then our whole approach to the problems 

vide the world will be very different 
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WHAT HAS PRIME MINISTER NENRU SAID ABOUT COMMUNISM IN INDIA 


RECENT WEEKS? 





Mr. Nehru has charged: “The Communist Party in India leans or depend 
or looks to, foreign countries.’ 

He accused the Indian Communists of “going about posing as if the 
Russians * * *,”’ commenting that their body is “in India, but their mi) 
somewhere else. * * * The Communists have no roots in our soil. Their slog 
are born in some other country. * * * The Communist policy changes a gr 
deal, but one thing remains constant, and that is that their entire thinki: 
based on something outside India. * * * The capacity of the Communist Par 
to condemn anything done in India and acclaim only those done in Russia 
certain other countries, is something understandable. * * * Look at their 
* * * They have copied the Russian flag. * * * Very extraordinary I sho 
call it. * * * My mind fails to grasp why that flag should be imported to I 
and displayed here as a party symbol. * * * They have insulted the country 
adopting a foreign flag. The whole basis of the Communist party is all wro1 

“The Communists’ policy,’’ Mr. Nehru stated at a public meeting in Ind 
recently, “‘indicates a lack of allegiance not only to the national flag but to 
conception of India itself. If you follow Communist policy, I am sure the w 
of India will be shattered.”’ 

Of Communist principles Mr. Nehru declared that not only do they excel 
violence, but they “‘deliverately include’’ it The Communists in India, assert: 
Mr. Nehru, have ‘degraded’’ politieal life; they have become reactionar 
He stated 

“The Communist Party, as a thinking party, stopped 20 years ago. * * * 7 
party has almost arrived at a stage of static reaction.”’ 

He further accused the Communists of India of producing an atmospher: 
gloom, disharmony and frustration. 





€ WHY IS INDIA IN NEED OF OUR INTENSIVE COOPERATION AT THIS TIME? 


India suffers from poverty, illiteracy, disease, underproduction, overpopulati 
in relationship to its food supply, unemployment and a heritage of colonialis: 
and feudalism. Floods, earthquakes, droughts, locusts and other pests, erosion 
outmoded agricultural methods, inadequate irrigation and storage facilities, frag 
mentation of holdings, lack of fertilizer and good seeds—all such factors hav: 
adversely affected her food supply. (With an area 40 percent as large as that 
the United States, India has a population 2% times as great.) Since partition 
1947, some 14 million displaced persons have poured in and out of India, to and 
from Pakistan; there also have been numerous other postwar and postpartitio: 
dislocations and difficulties. Development of industry, resources, and power lon 
has been retarded. (It recently was estimated that India and Pakistan combined 
with their total population of over 400 million utilize approximately the san 
amount of electricity in 1 year as the United States uses in a single week, I 
India, per capita production of power is 18 kilowatts, as compared with 2,700 
kilowatts in the United States 

The separation of Burma from India reduced internal supplies of rice in th: 
latter by 1.3 million tons per year. As a result of partition from Pakistan, India 
retained more than 77 percent of the population, but only 72 percent of the rice 
growing area, 70 percent of the wheat-growing area, 70 percent of the irrigated land 

In a land covering one-fifteenth of the earth’s surface, with a population of 
approximately 365 million (Indians comprise roughly one-third of all the peopl: 
of the underdeveloped areas of the free world, virtually one-sixth of all the peopl 
of the world) the per capita national income is approximately $60, as against about 


$1,950 for the United States 





mass of the Indian population lives at a bare subsistence level: the 





prevailing low income prevents formation of sufficient capital within the countr 
to attein even minimum goals of economic devel ypment. 

\ neidence of disease and limited heelth facilities place a great burden « 
the economy, also limiting effective use of manpower. An estimated 75 millio 
persons suffer from malaria each year, with an annual mortelity of 1 to 1.5 millior 
There are about 214 million active cases of tuberculosis—a half million deaths r 
sulting each vear from this disease Chere is but 1 doctor to everv 6,300 perso: 
in I 2s compared to 1 to 1,000 in the United Kingdom; 1 to 750 in the Unite 
Stat Moreover, 75 percent of Indian doctors are in urban areas, wherea 
nor an that proportion of the population lives in rural areas 

rhe latest estimate of average life expectancy at birth i 1 India is approximate! 
32 \ear the lowest in the world for both sexe In America, by way of com 
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{ approximately OS In India the overall death rate s 15.6 
erica 9.7 For all males born in India it is possible to count on a working life 
ixbout 10 vears, as against over 35 in the United Kir gdom 
Not only is the infant mortality rate India drastically high—-one of the 
est in the world (116 per i,000 live births, as against 29 in the nited St 

is es ated that only 1 babv in 4 lives a vear, and that that bal as only 
i growing up 
. iteracy rate, approximately 80 percent of the people of India 
: writs Litera in India in 1951 aecording to the Indian 
mm was 16.6 percen as against 95 percent fol leveloped 
Vas assessed that no more than 30 percent of Indian children 
the ages of 6 and 14 According to figur r 1949-50 
T p i we 41.4 perce ) eachers were found to b rained it 
ua 16.4 econdary stage I additiot ( it iortage of teacher 
I ties needed for basic education, the facilitic for technical and vocatu 
ty vining are inadequate for training the workers needed for an expanding economy 
re Over four-fifths of the Ind population is engaged in agriculture and related 
I cupations; over four-filths ve in villages; more than three-quarters work the 
nd. Only 10 percent of all persons gainfully employed are in industry Only 
million workers in India are engaged in factory type industrial production, o1 
rk with the aid of mechanical power 
¢ As in most underdeveloped areas, although approximately 80 percent of the 
36 lian people work and live on the land, they are unable to produce sufficient food 
na ven for their own daily requirements (The fact is that over half of the world’s 
Op lation does not eat sufficient to maintain health or strength 
| In India, where the population per square mile is 208, as against 54, for example, 
the United States maintenance of present food consumption levels will require 
" ! additional half million tons of food grains each veal As in most underde- 
. é oped countries, it is safe to say that the average daily consun ptior of food is 
! » more than 14 ounces—certainly at least 20 percent below the minimum health 
t standard in calorie terms. 
t i 7. HOW IS INDIA ATTEMPTIN( O SOLVE HER OWN PROBLEMS? 
a] 
s What are her targets? How can she meet them without help from the outside? 


India has initiated a 5-year plan to raise her standard of living; to develop 


jects In aimost every phase of agriculture, commerce, and industry 





Concerning this plan, India’s Ambassador to America, G. L. Mehta, recently 
yr leclared: 
, India is presumably the first country which applied demoe ¢ techniques to 





developmer 





he plann programs We believe that effective implementation 


if a development program rests largely on the active participation and the willing 














! operation of the public In its conception, formulation, and implementatior 
a India’s plan is fundamentally democratic; it is economic development ‘of the 
I eople, for the people and by the people 
706 It respects the Constitution of India which is democratic and depends for its 
ecess on the initiative, energies, and fforts of the people not ontl reconceived 
otions or rigid doctrines of a central and s iperior a thority issuing ukase and 
n a own targets 
de tal program, high priorities have bee! 
ul $s whic! end to help in raising the incomes of the 
s esti he completion of the plan would r 1 
yy production of tons of foodgrains, 1.3 million bales of cott and some 2 
ry illion bales of jute eage under irrigatior e from 50 n on to 
( 69.7 million acres Industria sectors would mpre ement 
For millions of Indian pe its to be induced to put in their best 
nereasing production it was necessary that the ted Ww 
roprietary rights on the land mn for n of abse 
bee lertake ‘ral Sta und suita 
ated for the gra compensa iandiord 
( e ian is bee! » De n the ownership of he 








f the people ¢« i who are prepared to face irdshiy 1 
( leavor to | id for a better future Lhe i! yt 
: economic conc t t represents a reat constructive move! t iana 
eter! ned to achieve eco mic well ell mad eql Llit\ 





362 MUTUAL SECURITY APPROPRIATIONS, 1955 
; Cost: The | 
tion program 
from July 195 
period amoun 
year will have 
mately $1871 

Types of as 


of capital equi yment, needed consumer goods and commodities for export 

ities for export 
Government’s own limited resources, however, necessarily are committed 
to agriculture and river valley development 


8. WHAT IS THE SCOPE OF INDIA’S 5-YEAR PLAN 


Total Indian public expenditure for 5 years to be made under the plan: ay : by the T nitec 
mately $4% billion. Nearly 60 percent of the total will result directly in er 1. Technice 
of government-owned productive capital, with the remaining 40 percent with Indian ¢ 
used to stimulate expansion of private industry, maintain and expand social developed in 
ices, and encourage rural community development It is hoped that pr niques and m 
industry and private individuals will invest the equivalent of something development 
another $3 billion in economic de velopment activities —- cultural met! 
; or, omplete implementation of the plan will require additional external fina l + million pec 
he prospective deficit, after full utilization of internal resources. is estimats 2. Trainin 
ap] imately $600 million for the last 2 years of the program : the United 5 

With American cooperation under the FOA program, the Indian Governn to 1 year, I 
has under way an effective and far-reaching program for agricultural develop: firms A tot 
An ultimate objective of the program is a change in the character of aertaty 1954, for tra 
from subsistence to commercial farming, which will mean changes in conditio) 8. Special 
land tenure and basic agricultural practices needs to be s 

Present plans emphasize greatly increased irrigation, bringing virgin and fa most effectiv 
land under cultivation, increasing soil fertility by greater use of fertilizer tal to purch 
improving the quality of seeds. The government program calls for an increa Special econ 
food grain production from 52.7 million tons in 1951—52 to 61.6 million to tion prograr 
1955-56. In the same period the area under irrigation is to be increased [1 4. Comm 
50.0 million acres to 69.7 million acres. cultural pro 

An increase of 1.2 million kilowatts in installed electrical power capacity i expand edu 
further goal. ’ program of 

Unfortunately, the usual, small landholdings in India are fragmented unto s proach, use’ 
tered bits—areas of less than one one-hundredth of an acre being not uncomn that beset | 
here is but limited use of fertilizer. (400,000 tons of fertilizers are used annua 4 The villas 
In India, as compared with 20 million tons in the United States). Methods comes from 
cultivation are antiquated. Proper equipment is lacking, as is agricultural credit The Ame 
Yields are uncertain because of wide variations in annual rainfall, i all levels of 

Although India has more land under irrigation than any country in the world nection WI 
over 80 percent of the cultivated land is not irrigated. Only 5 to 6 percent of t : turning out 
available water supply is now being utilized for irrigation or power. There he 

From the long-range point of view, India hopes, with a continued increase in it communit} 
rate of net investment, to be able to double its national income in 24 years. Su wells drille 

an achievement would compare favorably with increases in national income by t! roads, sch¢ 
United States, Japan and the United Kingdom at the close of the last century Projects 
An Indian official has cited this potential for progress in support of the democrat on the far! 
system. s He has noted that the programs reporting spectacular results in th India h 
Soviet Union actually have fallen far short of producing any notable increases i1 contractin 
per capita real income for the welfare of the Russian people. (The key point programs. 
this Indian analysis being that perceptible progress can be made under India’s $11 millio 
own plan, particularly if a cumulative investment base is provided by fulfillment seeds. (/ 
of the plan.) ’ ' The pr 
he proposed United States aid program of $104.5 million for the fiscal vear 195 Agricultur 
does not guarantee that the Indian plan can be fully carried out. However ~ Farm 
ees See coe eee 7 a s a : en desire and great effor Land 
2 years of the plan. > it in the final drive to be made during the last Irrigs 
wae oan pian. ; Com! 
Byrn i wg mene es Sree oe . plan, hower a plus current loans bein Quali 
tha minimal aa te t forth y 7 7 a oer ae? is of fu ids required to achiev: Impr 
l gos fort is Unite ates help is of the utmost importance: Tnlat 
9. WHAT ARE THE ORSTACLES IN THE WAY : Cred 
. ’ ik ; i Y OF MORE RAPID INDUSTRIALIZATION Free educ 
OF INDIA? Elen 
Primarily lack of capital, shortage of raw materials, industrial skills. technically a 
trained manpower : acorn Adul 
Libr 
10. WHAT IS THE UNIT STATES-INDIA PROGRAM O} ; Health a 
ITH : 1GRAN TECHNICAL COOPERATION Dise 
Onpjectives The FOA tech ical cooperation program aims at assisting th, 50: 
Government of India it expa ding its economy, with en phasis on food productio 


and i nprovement in the heal h of the people 
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Cost: The United States provided aid to India under the technical coopera- 
on program at a total cost of $98 million in the first 3 years of the program, 
rom July 1950 through June 30, 1953. The contribution of India for the same 
riod amounts to the equivalent of $195 million Allocations for the current 


ear will have brought the total United States cost of the program to approxi- 


ately $187 million by July 1, 1954 

Types of assistance The program provides for three basic types of assistance 
yy the United States 

] Technical advice. American technical expt rts in various fields work directly 
with Indian officials and specialists, sharing with them the knowledge and skills 
leveloped in the United States. Indian nationals are trained in modern tech- 
iques and methods, adapted to local conditionsand needs. Underthe community 
levelopment program, and with the help of American specialists, improved agri- 
ultural methods, health practices, and other techniques have been brought to 
14 million people in 22,000 Indian villages with a cultivated area of 1! million acres 

2. Training in the United States —Indian leaders and technicians are brought to 
the United States for specialized training, usually for a period of from 6 months 





to 1 year, in universities, Government agencies, private agencies, and business 
firms \ total of 240 Indian nationals had come to this country as of January 31, 
1954, for training under the program. 

3. Special economic aid.—Effectiveness of the technical assistance provided 
needs to be supplemented by supplies and equipment to enable the people to make 
most effective use of their new and growing skills. The farmers of India lack capi- 
tal to purchase the tools and supplies needed to implement improved techniques. 
Special economic aid will greatly accelerate progress under the technical coopera- 
tion program and increase its coverage. 

4. Communiiy development.—As a means of helping India to increase her agri- 
cultural production, improve health and living conditions, build better roads, and 
expand educational facilities, the United States is assisting in a comprehensive 
program of community development. This program, based on a self-help ap- 
proach, uses modern methods adapted to local needs in attacking the problems 
that beset India’s villages. 

The villages are where 8 out of 10 Indians live, where the country’s food supply 
comes from, and where the burden of the past lies heaviest on the people. 

The American experts under the program serve as consultants and advisors at 
all levels of activity. Mainly, however, they work at the State level and in con- 
nection with training schools. There are 34 taining centers throughout India 
turning out 7,000 workers a year 

There has been widespread enthusiasm on the part of Indian villagers for the 
community development projects. Press reports of village cleanup campaigns, 
wells drilled and re ] aired, compost pits dug, and construction of farm-to-market 
roads, schools and dispensaries, have been received from all over India. 

Projects under joint Indian-United States sponsorship have a direct effect 
on the farming and living conditions of 14 million Indians in 22,000 villages 

India has contributed $84 million for local labor, buildings, local supplies, 
contracting services and local transportation under the community development 


programs. The United States Foreign Operations Administration has contributed 
$11 million for technical services, fertilizer, industrial materials, machinery and 
seeds. A typical project area covers 150,000 acres; 300 villages; 200,000 people 
The program involves: 

Agricultural development: Health activities—Continued 

Farm demonstration projects Sanitatior 

Land reclamation Clean drinking water 

Irrigatior Health clinics 

ommercial fertilizers Community service centers: 

Quality seeds Crop storage 

Improved implements Marketing services 

Inland fisheries Veterinary centers 

Credit facilities Health centers 
Free education: Machinery maintenance 

Elementary schools Small-scale industries: 

Vocational schools Small-tool production 

Adult literacy schools Sawmills 

Library services Brick kilns 
Health activities: Raw materials 


Disease control Home building 
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has been 


It shown that wheat yields could be doubled with even the n 
simple improvements in methods: In one district in India—Etawah—whea: 
yields formerly averaged 13 bushels per acre. With the introduction of a: 
improved variety of seeds, yields increased by 43 percent to 19 bushels per acr 
The use of native legumes in rotation boosted the total increase by 63 percent 
21 bushels per acre. With the use of compost, the averge increase was rai 
by 100 percent to 26 bushels per acre. The lessons learned in this one dist) 
now are being applied in other areas in India 

Under the agricultural extension program, United States techniciars have helps 
to acquaint Indian farmers with improved practices. In addition to work 
with the Indian Central Government, and state and local officials, the extensi: 
specialists have taken directly to the cultivators information on improved produ 
tion techniques, use of fertilizer and green manure, control of plant pests and 
diseases, and use of better seeds Field demonstrations have shown the farme 
how they can inerease crop yields on their own farms. 

On the basis of United States experience in giving technical aid to India 
has appeared to be a reasonable certainty that with an improved supply of se« 
water, fertilizer, and improved agricultural methods, food yields per acre can }y 
increased 10 percent in the second vear of a concentrated effort to improve cond 
tions; 20 percent in the third vear, 50 perce: t in the fourth 

The United States is cooperating with the Government of India in a project 
tap underground water resources Under this project, 2,650 tube wells (calk 
bored wells in United States) are being drilled in the northern plain area 

It is estimated that the new wells planned will increase food grain producti: 
bv 80.000 tons annually In additio: , 350 exploratory wells are being drilled 
Foundry production has be 


various parts of India with American assistance 
ste ppt d up appreciably. 





ll, SOME FURTHER FACTS ABOUT UNITED STATES AID TO INDIA 








The United States had made available to India for economie development thre: 
allocations of approximately $54 million, $45.4 million, and $89.1 million withi: 
the past 3 years. In 1951 the United States committed $652,000 for technica 
cooperation in India, and loaned to India $190 million for the purchase of wheat 
Through Desember 31, 1948, India had paid the full $7 million interest due o 
this loan 

There are, at present, approximately 110 United States technicians serving 
nder the present FOA program in India. 

Supplementing the Indian teehnical cooperation program, the United Stat 
has furnished critically needed supplies and equipment as part of a cooperativé 
program to reinforce the efforts of the Indian Government to reach the develo; 
ment goals set forth in its 5-year plan 

For the fiseal year 1954, nearly $60 million was programed for India for special 
economic aid (in addition tc roughly $28 million for technical cooperation). The 
bulk of these economic-aid funds was allocated for the supply of steel, and for 
rehabilitation of India’s railroad system 
India’s requirements for certain types of steel for the fiscal year 1954 were set 
at 725,000 tons; it was estimated that domestic production for the period would 
exceed 340,000 tons. Without the needed steel, India’s development progress 
would have been greatly retarded. In recent years, annual per capital consump- 
tion of steel in India has been about 4 pounds, as compared with a rate of more 
than S800 pounds in the United States 


! 
‘ 


l'o help meke up the defi iency in domestic steel production, the United States 
agreed to finence the purch ise of 200,000 tons of steel at a cost of $25.5 million. 
The equivalent of $25.5 midion in local currency proceeds from domestic sale of 
the steel was to be used for economic deve lopment projects mutually approved 
by the United States and India. The steel shipped under the mutual security 
program was to be used for development projects in agriculture and industry, 
and for major river-valley projects. The rehabilitation and maintenance of 
India’s railroad rolling stock, badly deteriorated during World War II, has been 
essential to the development and expansion of all sectors of its economy. 

Another project under discussion is an urgently needed dam, required to aid 
in the increase of irrigated land. 

It an inescapable truth that, in the economic sphere, as in others, we must 
continue to cooperate with and assist India. We must enhance its capacity to 
maintain its indigenous and intrinsic democratic strength in so vast an area of 
Asia, thus providing the best and most tangible answer to the menace of com- 
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inism, and counterbalancing the weight of Communist China in Asia. More- 
ver, if there are criticisms to be made about our present aid program, then the 
swer is not to curtail, but to improve and extend it, 








AR} THERE OTHER PROGRAMS OF AID FOR INDIA? 








her development program from several other external 
international and national, public, and private The United States aid 
sms carried on by other governmental and 





is coordinated with the prog 













vate agencies to prevent duj lication of effort and overlappil g Of activities 
Constant liaison is maintained, both in the United States and India, between 
representatives of the United States Government and representatives of the 
agencies conce rned But, without United States aid, the essential development 
of Indie would be seriously impaired 





Among the more important of the other aid programs art 






nierm onal Bani t¢ Reconstruction and Deve opment 







Loans made to help finance India’s development total $100.8 million, includ- 
ng $32.8 million for purchase of railway rolling stock; $7.5 million for purchase 
f equi; ment for use in land reclamation, $29 million for financing electric power 





nodar Valley India’s MOst 


zed area: and $31.5 million for expansion of the iron and steel 







dey ment, flood control, and irrigation in the 
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labor product 
50 Indian national 












eiving assistance in her economic development program und 













Colombo plan for cooperative economic development in south and southeast 
Asia. Economic aid provided to India under the plan for imports of food and 
needed equipment and supplies has included $29 million from Canada, $15 millior 
from Australia, and $3 million from New Zealand Services of 41 experts had 
been provided to India as of October 31, 1953 Training in other countries had 





been provided for 389 Indian nationals 















U7 ed States private organizations 











rivate agencies are contributing to India’s development throug! 








operation of programs in health, education, public administration, and other field 
The Ford Foundation is making more than $5 million available for a number « 
projects, with emphasis on training of village workers for community develop 
ment project Rockefeller Foundation activities are concentrated in public healt! 






‘ 
The American Friends Service Committee has been operating two training 







Wort 

projects, financed in part with technical cooperation funds Other United States 

voluntary agencies operate 425 schools and more than 200 hospitals, dispensaries, 
h f on agricultural research; provide agricultural and 





te various social service facilities 






















J WHAT ARE THE FACTS ABOUT THE INTERDEPENDENCE OF THE UNITED STATES 
AND INDIAN ECONOMIES? 









A December 1952 United States State Department publication (Together We 
had this to say on the crucial subject of economic interdependence 





Are Strong 
in the world today 
“Tn no case is any of the free nations completely self-sufficient The | nited 










States, with all its natural wealth and all the skill of its people, must look outside 


‘ 






its own frontiers for many of its essental needs. * * * It is hard, however, for 
many Americans to realize the extent of our dependence upon our friends of the 
free world We recognize their need for us, our aid and our strength, but our 
need for them is another matter. That need exists in normal times as well as in 








tims rency.’ 
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According to a report by the International Development Advisory Boa 
headed by Nelson A. Rockefeller, and composed of outstanding business, labor 
finance, agricultural, and other leaders: , 

“Virtually all of our natural rubber, manganese upon which the manufact 
of steel depends), chromium, and tin, as well as a quarter of our zine and cop 
and a third or more of our lead and aluminum comes from abroad, mostly from | 
underdeveloped areas. ‘This is also true of the largest part of our uranium or 

From India in particular we import about 40 percent of our manganese. 8 
percent of our high-grade mica, and a considerable quantity of castor oil (import 
for lubrication of high-speed aircraft), ilemite (used for the manufacture 
special quality pigments and paints), kyanite (for making refractories), chron 
(a chromium ore), short staple cotton, burlap, and shellac (the latter also of strat 
gic value 


It is significant that in 1952, the United States imported sufficient mangan: 
from India to make 54 million tons of steel—about half of our total] annual pr 
duction In 1953 we imported manganese ore at about the same rate. sot 


manganese and several of the other commodities imported from India are of y 
importance to us in the manufacture of strategic goods. For most of these co) 
modities there are no adequate alternative sources of supply. 

The Materials Policy Commission (the Paley Commission) recently has point 
out that, apart from being near to exhausting certain domestic raw mater 
supplies, our demand for some of these materials will increase by two or thr 
hundred percent in the next few decades. The Commission. ‘therefore, ha 
emphasized the importance of developing additional sources of supply. Under 
its current 5-year plan, India proposes to increase exports to the extent of 30 
percent. This should make available to us some of the additional supplies w 
so urgently require. 

The annual trade between the United States of America and India reflects the 
growing interdependence of the two countries. Before World War II this overal] 
trade was valued at only $200 million per annum. It now runs to over $600 
million (having advanced from approximately 7 percent to 25 percent of India’s 
total trade). 

There have been spectacular increases in our major exports to India, notably 
cotton, machinery, gasoline and allied products, as well as vehicles and certai: 
minerals such as sulfur 

Nor is the interdependence of our economies restricted to trade alone. In th 
last 5 years about 25 American firms have started or expanded manufacturins 
activities in India. Foremost among these are the American Cyanamid Co., th 
Union Carbon & Carbide Co., the Firestone Tire & Rubber Co., Otis Elevators 
the Standard Vacuum Oil Co., and the California & Texas Oil Co. As soon a 
the oil refineries of the latter two companies are ready, together with another 
being built by the British Shell Co., India will produce practically all of th 
petroleum refined products that she requires. Much of the crude oil that will b 
needed in the future for these refineries well may be obtained in India itself as 
a result of drilling operations about to be undertaken by the Standard Vacuum 
Oil Co., in collaboration with the Government of India. 

This last-named venture is the first instance of any Western oil company entering 
into a direct partnership with a foreign government. It is significant that it 
should have been one of our own major oil companies that has broken this new 
ground with the Government of India. 

Cargoes to and from India and the United States are carried in ships of both 
countries, and an Indian shipping company is a member of the North Atlantic 
Shipping Conference. Thus the merchant fleets of both India and the United 
States of America are engaged in the carrying of important and often strategic 
goods between the two countries. 

The conomic relationship between the United States and India could be even 
further strengthened in the mutual interest of both countries, as well as that of 
the entire free world 

India, which is by far the largest democracy on the other side of the globe from 
the United States of America, needs American skills, machinery and mass-pro- 
duced goods for its vast population of approximately 365 million. 

With its rich deposits of coal and iron ore, India is an exporter of these com- 
modities to other free countries. (It exports coal to Australia, Ceylon, Malaya, 
and Burma; iron ore to Japan.) Similarly, its tire industry, based largely on 
indigenous supplies of rubber, also exports its products to neighboring free 
countries. Thus, in addition to the direct community of economic interest that 
exists between the United States of America and India, the latter is playing an 
increasing role in helping to strengthen the economies of other countries in the 
free world. 
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In addition, India has substantial resources of fissionable material such as 
ranium and thorium, and, indeed, of the latter it is the richest known source in 
e world. It also has an Atomic Energy Commission, and soon will have in 
peration a full-fledged atomic reactor. 

Finally, the economy of India, since it affects one-sixth of the total population 
the world, is of intrinsic importance to the United States of America and to 
e stability of the free world The population of India, it must be remembered, 
eeds the total population of the whole of the rest of Asia including the Middle 
ast, south Asia, and the Far East, excluding only Japan and the Communist 
rid 

It is for such reasons as these that our present Ambassador to India, George 
llen, has stated: ‘‘We attach the greatest importance to the efforts which India 
making to develop its economy and improve the lot of its people If those 
rts succeed, it will encourage peoples throughout Asia and fortify faith in 
emocratic methods everywhere If they do not succeed, the very foundations 
the Indian Republic and of the Orient may be shaken.” 

Referring to the relationships among the world’s 4 major countries, 1 of India’s 
luential and conservative journals, the Eastern Economist, recently commented: 
rh : I 
d tain about half of the world’s populavion. It is an accident that this 
; the 2 most powerful nations—the U. 8S. S. R. and the United 
of America—and the 2 most populous nations—China and India—and 

99 


{¥ 


ir large units together cover one-third of the lar d surtace of the earth 
at thev belong to the Communist and free worlds 2 by 
Che same publication also stated recently that the Communist world is deeply 
ware of the global significance of India. It quoted Lenin’s pregnant remark 
that “for world communism the road to Paris lies through Peking and Calcutta,” 
Lening was a great geopolitician. Mao Tse-tung has fulfilled 
alf of Lenin’s dream; the Communists can be well pleased with this success, 
But without India their work is only half done.’ 
n China, by the time we became fully aware of what had been occurring, the 
nmunists already had had 20 years in which to consolidate their armies and 
their rule in certain key areas of the country. This put the free 
reat disadvantage. 
ia there are not similar complications at the pre t moment. But, at 
mes, it would seem that our manner of thinking and acting with reference to 
a whole may lead t ur finding ourselves hout the support of this 


important country, and by sheer default ‘h or us, the truth 


ieliy x x 


1a ing 
of 


isly lies in a converse proposition from the one contained in Lenin’s 

the road for world communism lying throug! falcutts Chat 

to which mu rive our Most Serious at Lior that no road 
prosperity, an ‘curity in Asia—and 


can | een the le general commu 
ited States both deep, and of great i 
It yuld be not only foolhardy) it even disastrou herefore. 
permit whatever minor differences, irritants, or difficulties that may arise 
that should be accepted within the framework of the I ec free world— 
to block understanding, coope ration and effective action in behalf of the well-being 


if both countries 


NOTE ON COMMON UNITED STATES AND INDIAN ACTION IN THE UNITED NATIONS 


ng at recent sessions of the General Assembly of the United 
Natio ‘learly that there is perhaps as wide a measure of agreement 
the United States of America and India as can be expected of two ind 
lemocratic, freedom-loving nations. There are bound to be occasions 
countries express different views though their final objectives may be similar 
It is only the Soviet dominated countries which invariably cast their votes in a 
ngle bloc, manifesting complete totalitarian uniformity. 

Madame Pandit, after the sixth session of the General Assembly, summed up 
the voting of the United States and India as follows: ‘‘In recent sessions of the 
U. N. General Assembly we voted as you did 38 times out of 51, abstaining 11 
times and differing from you only twice.” 

In the seventh session of the General Assembly (1952 


on major issues which came to a vote, there was but ut n which the 


36 resolutions 


United States and India were in opposition. India ait 2 times, the 


United States twice 
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In the eighth session, thus far, out of 43 resolutions on major issues, the Unit, 
States of America and India have voted together 27 times and have been 
opposite sides only 7 times. (India has abstained 6 times, the United States 3 


15. A FEW BASIC STATISTICS PERTAINING TO INDIA 


(rea: 1,177,000 square miles (excludes Kashmir-Jammu 

Population: 363 million (1952) (exeludes Kashmir-Jammu 

Main crops: Cotton, jute, rice, wheat, sorghum, pulses, peanuts, corn, millet 
tea, barley 

Main industries: Jute prod icts, cotton goods, cement, sugar, steel. 

Main occupations: Agriculture, industry, and mining 

Significant basic resources: India produces 25 percent of free world output 
manganese, 65 to 70 percent of mica, 70 percent of kyanite, and 70 to 75 
percent of shellac. India has deposits of coal, iron ore, rare earths, and other 
minerals 


JuLty 29, 1954. 
Hon. SrTYLes BripaGes, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D. ¢ 
AF BF favors continuation and improvement of technical assistance to friendly 
underdeveloped nations We are much concerned, however, over recent actio: 
placing U. N. technical assistance program completely under the political contro! 
of U. N. This places control of FAO technical assistance program in officials 
technically unqualified and opens door to Communist infiltration and inter 
ference in FAO technical assistance by Communist bloe in U. N. We believe 
serious mistake for Congress to appropriate funds to U. N. technical assistance 
program without specifying uses of contribution. We urge inclusion of appro 
priate language in H. R. 10051 specifying that United States contribution be 
allocated among the U. N. specialized agencies on same percentage now pre 
vailing. We are interested especially in Congress earmarking the funds needed 
in this regard by FAO. 
W. RayMonp Oaa, 
Director, International Affairs Departmeni, American Farm Bureau 
Fede ration 


WASHINGTON BoarpD or TRADE, 
Washington 6, D. C., July 29, 1954. 
Hon. Sryites BripGes, 
Chairman, Appropriations Committee, 
United States Senate, Washington 25, D. C. 


My Dear Senaror Brinces: During a period of several months last winter, 
the world trade committee of the Washington Board of Trade carefully reviewed 
the technical assistance program of the Foreign Operations Administration and 
developed basic policy recommendations respecting it. These recommendations 
were approved by our board of directors on April 5 and transmitted to Governor 
Stassen on April 27. A copy of our letter to Governor Stassen is attached for 
your information 

In our judgment, the technical assistance program, embodying the basic 
concepts detailed in the attached communication to Governor Stassen, is 
tremendously beneficial program to American businessmen, the country as 
whole, and to many foreign nations. The cost of the program, as we see it, 
relatively modest and we therefore urge the committee to include the recom- 
mended $17 million item for its financing during the next fiscal year. 

Very truly yours, 
Francis J. Kane, 


WASHINGTON BoaRD OF TRADE, 
Washington 6, D. C., April 27, 1954. 
Hon. Haroup E. Srassen, 
Director, Foreiqn Operations Administration, 
Washinaton 25, D. c. 
My Dear Mr. Stassen: The Board of Directors of the Washington Board of 
Trade approved on April 5, 1954, as policy the recommendation outlined below 
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relative to the technical assistance program of the Foreign Operations Admin- 
tration 
1) The United States should cooperate fully with other countries in a tech- 
al assistance program which will recognize these basic concepts 
\ sound international economic policy is fundamental to a satisfac- 
tory international diplomatic relationship between the United States and 
other nations 
The economic development of foreign countries in keeping with their 
ndustrial and agricultural requirements essential ir continued 
growth and prosperity 
\ strong and healthy economy in any country is the best insurance 
against the creeping paralysis of communism and will encourage the good 
‘ighbor”’ relations between the United States and other coutries 
\ technical assistance program that will insure a continuous and long- 
nge development of underdeveloped countries is highly desirable The im- 
rovement of methods used in agriculture, engineering, and manufacturing, 
thin the limitations of each country involved, should be a continuing effort 
ver a pe riod of many vears possibly a generatior 
3) An international 


ymbined efforts of Government and industry, and there h to be contrib- 


rie 


technical assistance progra hould incorporate the 
dd by eac! 

the establishment of a technical assistance program it should be the 
function of the United States Government to: 


1) Through commercial treaties establish the favorable ‘‘Business 


Climate which is so essential to the participation of private industry 
By “favorable climate’ is meant an approach to the relationship between 
Government, industry, labor, and finance that exists in the United States 

b) By cooperation between the United States and the foreign government, 
minimize the abnormal risks, such as discriminatory legislation, double taxa- 
tion, nationalization or confiscation of property, over which the American 
businessman has no control 

Establish constructive financial policies covering the implementation 
of the technical assistance program, which will encourage the participation 
of American private investment capital 

d) Make available to the foreign Government basic facilities in the fields 
of research in agriculture and public health in a manner similar to that pro- 
vided in the United States 

5) In such a technical assistance program, the function of American private 
ndustrv should be based on the following: 

a) United States industry in its broadest scope is now represented through 
direct employees, subsidiary or associate companies in practically every 
country in the world now open to the American businessman 

b) The necessary know-how in the fields of finance, engineering, and pro- 
duction in industry and agriculture is available through these representatives 
of American industry It is their ‘“‘stock in trade’’ and is available for a sound 
technical assistance program. 

c) Cooperation in an industrial system approaching the American free- 
enterprise system should such technical assistance be extended on a govern- 
ment-to-government basis, the foundation of American industry participation 
in a long-range program would be undermined. Furthermore, the commercial 
and industrial development abroad being encouraged through such a govern- 
ment-to-government program would constitute an industrial system which 
is government-owned and government-operated. This would not he the 
American system and should not be developed by United States Government 
funds to the detriment of private industry 

\ sound technical assistance program should also bear in mind the follow- 


I Technical assistance should not be a charity program but should ‘ help 
othe rs to help themselves.”’ 

b) Technical assistance should involve a joint effort by the United States 
Government and American industry on the one hand and the local govern- 
ment and industry on the other. 

c) There is a fine line to draw between economic development and exploi- 
tation, and whereas our friencly neighbors might welcome the first, through a 
technical assistance program, they will surely resent the latter 

d) The limitations of the individual country must be taken into consider- 

as regards potential development of immediate and long-range require- 


nts Its economic development must be programed accordingly. 
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(e) The sound economic development of countries that are ready for 

agricultural and industrial development should result in a higher level of 
international trade. This has been demonstrated repeatedly in the history 
of international trade where the most highly developed industrial countri 
have, through their higher purchasing power, proven to be the best custome: 
for the United States industrial and agricultural products. 

These recommendations are offered in a spirit of cooperation and service. TT) 
Washington Board of Trade holds itself at your service and desires to take t} 
opportunity of expressing confidence in the efforts you are making on behalf o! 
expanding the national economy and international trade. 

We assume you will want to place copies of this letter in the hands of the Seer 
tary of the Treasury, the Secretary of Commerce, and members of the Senat 
Committee on Foreign Relations. “We are therefore attaching copies which yo 
may wish to use for that purpose. 

Very respectfully yours, 


Harry L. Merrick, President 


AMVETS, 
Washinaton, dD. Caw uly 30, 1954. 
Hon. Sty.es BringEs, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D. C. 


Dear Senavor Bripces: AMVETS, a congressionally chartered organizatio 
composed exclusively of World War II and Korean veterans, are disturbed and 
disheartened by the recent action of the House Appropriations Committee j 
eliminating from H. R. 10051, the Mutual Security appropriation bill, 1955, th: 
sum of $17,958,000 requested for the United Nations technical-assistance program 
The committee’s action was confirmed in the House of Representatives on July 27 
1954, when the Vorys amendment to restore this figure was rejected. 

AMVETS have always supported and we will continue to support, on a non 
partisan basis, policies on international affairs which we believe are responsive to 
the needs of the American people in the current world situation. Our obligatio: 
to speak and our right to be heard rest in part upon the military service which 
AMVETS have performed in every corner of the world in defense of our securit\ 
and our free institutions. Accordingly, the most recent national convention of 
AMVETS adopted a basic policy statement which included the endorsement of a 
vigorous program of technical assistance to underdeveloped areas. We further 
recommended that this program should be rooted in an enduring American interest 
in the well-being of other peoples and should not be subordinated to tactical moves 
in the ‘“‘cold-war.”’ 

It has been argued that moneys should not be appropriated to the U. N. tech 
nical assistance program because the Soviet Union and her satellites will eventual, 
control the use of these funds. The history of the United Nations and its councils 
when confronted with major issues point up the fallacy of this argument. Russia, 
to the best of our knowledge, has never dominated the United Nations. 

The security of the United States is ineseapably linked to the continued survival 
and independence of those nations who have thus far resisted the yoke of Soviet 
tyranny. The Communist conspiracy gains its adherents by feigning interest 
in the economic advancement of the populace. Fertile fields for this false doctrine 
are found in the vast areas of the world where poverty, misery, and famine are 
prevalent. Evidence of the success of their methods is pointed up by the fact 
that communism today embraces 25 percent of the earth’s surface and 32 percent 
of the world population. 

We can best stem the tide of communism by assisting in the worldwide effort 
to raise living standards in underdeveloped areas. The importance of the tech- 
nical assistance program is emphasized in the report of the Senate Foreign Rela- 
tions Committee which, after stressing the advantages of the multilateral approach, 
said, ‘“‘The favorable impact of the UNTA program is best demonstrated by the 
fact that last year the Soviet Union and some of its satellites bowed to world 
public opinion and made their first token contribution to this program. In these 
circumstances, it would be particularly ill advised for the United States to with- 
draw or reduce its support and leave this field to the Soviets by default.” 

Because of the importance of this program to the security of our own Nation 
and because of the tentative pledge made by our representatives at the Technical 
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Assistance Conference in November 1953, it is vitally necessary that the United 


-. States continue its support of the multilateral program. 

el AMVETS, therefore, earnestly request the Senate Appropriation Committee to 
Stor store to H R. 10051 the sum of $17,958,000 for the U. N. technical assistance 
UY program 
me Very truly yours, 

Joun R. HoLpen, 

National Legislative Director. 

lf 


ANALYSIS OF MutTvuaL Srecurity APPROPRIATION BiuuL, H. R. 10051, as 
ay REPORTED TO THE HovusE OF REPRESENTATIVES 


SECTIONS AFFECTING MILITARY ASSISTANCI 


An addition to the language contained in the committee print of H. R. 10051 
uppears in the slip bill printed as reported to the House of Representatives li 
104, page 9, line 19, after the word “‘ Act’’, the period has been stricken and 
following language added: ‘‘ And notwithstanding the provisions of section 
02 of the Mutual Security Act of 1954, all expe! ditures of foreign currencies or 


lits for the purposes of su *h Act shall be subiect to the provisions of section 






> 9) 


115 of the Supplemental Appropriation Act, 1953 
Section 502 of the bill for the Mutual Security Act of 1954 (H. R. 9678) as 
nassed bv the House, a id reported to the Senate, provides (a that local currencies 


hich are proceeds of sales made under section 550 of the Mutual Security Act 


vy of 1951, and (b) local currencies made available for congressional travel, shall be 

a xempt from the provisions of section 1415 of the Supplemer tal Appropriation 
Act of 1953 

t } \M 

a i ye ted action 

2 (8) Request that the language at the end of section 104 of H. R. 10051, starting 

page 9, line 19, after the word ‘‘A t’’ be eliminated 
oO) 


EXPLANATORY DATA 


Section 550 of the Mutual Security Act of 1951, as amended, provided a means 





it whereby, in carrying out programs of military and economic assistance under that 
of act, there would also be a disposal of surplus United States agricultural products 
f in foreign countries. Certain countries agreed to receive aid authorized for them 
‘ inder the act through use of their own currency, deposited with the United States 
: in payment for agricultural commodities shipped to them from our surpluses 
( pursuant to this section. The language which it is requested be stricken would 


require a second charge to the appropriations for foreign aid before the provision 
of aid to these countries. Thus, countries which agreed to aid the United States 
in disposal of surplus agricultural products would be put at a disadvantage as 
compared with countries not entering into such agreements, which have already 


ia been qualified to receive aid by direct dollar allocations, 

The language would also make inapplicable the terms of section 502 (b) of H. 
al R. 9678 as passed by the House and reported to the Senate which exempts local 
et currency owned by the United States from charges to appropriations when 
st expended for congressional travel. 

e 

* —— 

+ Mutvau Securrry ApproprRiaTION Brit, 1955 (H. R. 10051) as Reported 
BY THE APPROPRIATIONS COMMITTER, HovusE OF REPRESENTATIVES 

rt H. Rept. No. 2490 

\- 

i- MILITARY ASSISTANCE PROVISIONS—ANALYSIS AND DESCRIPTIOD 

* Military assistance appropriations are contained in the first appropriation 

d paragraph, page 2, lines 5 to 20, inclusive. 

e Appropriation total: $1,341,300,000 in new appropriation; $2,273 912,729 

- reappropriations. 

Terms of availability: For fiscal vear ending June 30, 1955 
n Limitations: $27,285,000 for development of weapons of advanced design, 
I reappropriation; $76 million new appropriation and $39 million reappropriation 


for infrastructure: not to exceed $22,500,000 for administrative expenses of mili- 
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tary assistance programs (ch. 1, title 1, Mutual Security Act of 1954 as passed 


























Section 107 restates the conditions affecting offshore procurement stated in s« 
t 103 (e¢) as passed bv the House. and reported by the Senate Foreien Relatio; 
( mittee, but requires certification by the President that the conditions do } 

t as a condition prior to such procurement, as contrasted with the authori 
lation requirement of a certification by the President that the conditions 
‘ rst a a basis for stoppir g offshore procurement 

Section 108 lnposes a limitation of 20 percent of the annual total on obligat 
dur the last 2 months of the fiscal vear 

Differences from authorization bill: H. R. 9678, as passe’ by the House: 

1. The amount fo 103 incluced in the military assistance appropriati 

$165 million | in new appropriation than the amount authorized 
passed by the House he House authorized the reappropriation of the ent 
nexpen’ed balance; the provision covers only the reappropriation of unobligat« 
balances i specif yunt $265,479,554 less than those estimated as of Ju 
30, 1954, 

2 Theamount fo! 104, infrastructure, is $46,700,000 less than the budget 
estimate which was for a portion of the authorization as passe’? by the Hous 
i the reappropriation is limited to the estimated un »bligated balance as o 
June 30, 1954. ir a’ of tl inexpended balance as authorize! by H. R. 9678 a 
passe’ by the Hous® lhe funds appropriate’ and 





reappropriate? are ma 
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f June 30, 1954 etl 105 of H. R. 9678 as passed by the House authorize 
reappropriation of all unexpende’ balances This difference appears to be a 
typographical error, since the table in the report accompanying the bill gives t} 
amount as $27,825,000, p. 2. 

The amount of new appropriation for the purposes of 





section 103 is identi 
now pending 


authorizes in addition to tl 





in H. R. 9678 as re} i to the 


reported by the Senate 


orte Senate, and section 10 
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AMA 
Re yue sted action 









1) Request amounts i litary assistance paragraph be increased to the 
amounts in the President’s estimate 
2) Request reappropriations be made of all unexpended balances as author 





ized in H. R. 9678 as pass 
3) Request all funds 
available until expended 


ed bv the 





House and reported to the Senate 


made available for military assistance be 





continued 






Request limitation on administrative expenses for chapter 1, title I. be in- 


creased to the amount of the budget estimate, $25,800,000, for the year ending 
June 30, 1955 







that 
terms of sectior 


re ported to the Senate 


’ Reg lest 
only with the 


section 107 be stricken so that the 


103 (c) of H. R 






President may comply 
9678, as passed by the House and 












6 Request that sectior 108 be not applied to appropriations utilized tor 
military assistance 
7) Request action be taken to include language for improvement in accounting 


( 
for military assistance, as passed by 


the Senate (based on recommendations made 
to the Senate and House Appropriations Committees by the Bureau of the Budget 
and General Accounting Office, the Foreign Operations Administration, and the 
Department of Defense, at the request of those committees) through which there 
will be better reporting of the performance under the Mutual Security Act. 
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1) Request amounts in military assistance paragraph be increased to the 
President's estimate 





amounts in the 


The amounts in the budget estimate represent the judgment of the executive 
branch as to the minimum required to sustain the United States policy in foreign 
affairs in the field of military assistance to allies 
given as to their method of computation 
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MUTUAL 













rmined these sums While the nature of such information has in great 


sure excluded these details from the printed record in order to safeguard our 
ynal security, these data were freely given under a cloak of secrecy to the five 
nmittees which have considered H. R.. 9678 and tl 



















ie budget estimate pursuant 
the authorization bill Particularly in the case of United States contributions 
internatior financed infrastructure—facilities for the comm« defense of 
NATO ares s It most Important that our representatives be placed in a 
ition to expedite, rather than be forced to retard. these tructior projects 
gned to safeguard the free nations of Europe 
2) Request reappropriations be made of all unexpended balances as authorized 
H. R.. 9678 as passed by the House and reported to the Senate 
The failure of a contractor to deliver needed arms or ammunit I or thie 
lure of a Government bookkeeper properly to record an action should not be a 
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torized ¢ ipment the ethod and t ing of obligations and expendit ires 
e matters of necessary procedure toward that provision and not the reason for 
ppropriation In many instances, material intended for our allic inder 





g repair in the arsenal depots. or vards of our own 


Ari r \ , and \ir 
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uy ( ruc ol re arch and developm«e t. since these are the primary 
purpose for which military assistance funds are made avail le 
t) Request limitation on administrative expenses for chapter 1, title I, be 






ate, $25,800,000 





















Che increase allowed is less than the increase in State Depart nent rein irse 

ent for services performed in support of new military assistance advisory groups, 

and would allow nothing for the MAAG’s The work of these groups increases 

leliveris of added materia ind ineludes the in spection of mate rial wu st 

If we are to secure the sateguard of such inspections to insure proper utilization 

of billions of dollars’ worth of material delivered, funds should be provided to 

cover the costs of such visits of i spection, and to provide for other expenses of 

our militarv advisers within these countries No increase in total « xpenses for 
departmental expense in Depart nent of Defense is proposed 

5 Request that section 107 be stricken so that the President mav con pi\ 








niv with the terms of section 103 c of H. R 9678. as passed Dy the House ane 






reported to the Senate 

If section 103 (c) as passed by the House and reported to the Sena 
law, the President would be required to certify both that offshore procureme nt 
should proceed and that it should stop. The authorizing bil: section permits suc 


ent untu the President certifies it should end It is be eved proper 


é s made 









procure 
only such a certification is required 
6 Request that section 108 be not applied to appropriations utilized for 







military assistance 
















This section which limits obligations during May and June is very similar 
to a provision in the Defense Appropriation Act which applies only to annual 
appropriations The annual appropriations of defense cover principally cur 
rent costs; therefore, this clause in the Defense Appropriation Act does not 
apply to the procurement of major military material, to construction of mili 
tary public works or to research and development. Military assistance funds 
are, however, available principally for these three purposes 

The legislative process for military assistance forces delay of obligations into 





second half of the fiscal year. Annual authorization is required, and legis- 
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lation for that purpose must be considered by three committees and passed 


one House before appropriation estimates may be submitted. The request 
for authorizing language usually are not sent to Congress until well after 
annual budget message; : 


and following appropriation action there must be revisio, 
and refinement of programs before procurement may get underway. T! 
reprograming in fiscal year 1954 was not completed until January: as of | 
cember 31, 1953, obligations were well below 10 percent of the amount availal 
(7) Request action be taken to include language for improvement in account 
ing for military assistance, as passed by the Senate (based on recomme! 
tions made to the Senate and House Appropriations Committees by the Bur 
of the Budget, the General Accounting Office, the Foreign Operations Admit 
tration, and the Department of Defense, at the request of those committe: 
through which there will be better reporting of the performance under the M 
tual Security Act. 


The House report on the Mutual Security appropriation bill makes no ref 


ence to a proposal for improved and simplified accounting for military assistar 
which was adopted by the Senate as section 736 of the defense appropriati 
bill, 1955, but eliminated in conference as not germane to that bill. The propo 
j fr the Director of the Budget to the chairmen of t! 

House and Senate Appropriations Committees dated April 23, 1954, pursua 
tudy based on ar st contained in the conference report on the Defe1 


Appropriation Act, 1953 \ copy of this letter is attached, and includes langua 
oposed by the Bureau of the Bud 


get, FOA, Defense, and the General Account 
ing Office, to correct acc intl 


prac tices 
the Mutual Security budget would: 








gy This language, which was propos: 
(1) Reauire reportil of deliveries 


, by country and area, in value and iter 
and balance the 


expenditures against such deliveries for all stock issues 
items procured both for United States forces and foreign military aid; 

(2) Eliminates chaotie accounting which results from obligating militar 
assistance funds for material which may be allocated to United States forces 
as required by section 523 of the Mutual Security Act of 1954 as passed by 
the House 


oO Would eliminat equity accounts for items diverted: 
1) Would provid nal g lead time, where necessary, for items pr 
cured both for United Stat and foreign forces through anticipated rein 









5) Put future deliveries on a cash basis except for specific MDAP pur 
chasing not normally usable by United States forces. 





rop wal. in order to effect (3 and j above, presupposes a\ ailability for 


ary assistar funds parallel to that for United States military de partments 








I XECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington 26, D. C., April 23, 1954 
Hon. Jon Papi 


man. Camr ; 
House of Representatives, Washington 25, D. C 

My Dear Mr. CHyarrmMan: In the conference report of July 28, 1953, on the 
Department of Defense Appropriation Act, 1954, the conferees directed that the 
Department of Defense, the Foreign Operations Administration, the Bureau of 
the Budget, and the General Accounting Office consult. with one another with a 
view to reaching an agreement on the method of ‘‘* * obligation and expendi- 
tu the Department of Defense of military assistance funds transferred to it 
by the Mutual Securit Agene\ This directive grew out of a provision, 
providing for consolidation of military assistance funds allocated to the Depart- 
ment of Defense, which had been passed by the Senate but which was not accept- 
able to the managers on the part of the House 

lh ey! 


agencies have come to agreem¢ 


ordance with the conference committee’ 





s directive, the four interested 
on a revised plan for financing and accounting 
This agreement provides for shifting from the 
inting to one of accounting for the bulk of the procurement 
assistance items and related funds solely on a basis of delivery of 
material to recipient countries by title of the authorizing act. The specific outline 
of the plan as jointly proposed by the four agencies is attached. 
In essence, the revised plan provides that military assistance funds allocated to 
» Department of Defense would be programed and committed (or earmarked 
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accordance with policies and general program levels determined through 
rdination with the Departme t f State and the Foreig Uperations \dminis- 
I hese earmarked funds would remain unobligated in a master allocation 
Office of the ‘cretary Deft intil needed for reimbursement 
lef , ade to recipient 
f the appro- 
pated reimburse- 
as additional oblig 

cesses Withit 11 
Department of Defense. he 

‘ he a lable for suballocation to the 
rr certain items which would be procur: d 

appropriations. 

proposed plan will eliminate confusion which has resulted in the past from 
empting to relate procurement of common items under contracts of the military 
yartments to the arate appropriations for those departments and for the 
ilitary § ance program. The plan would have initial obligations for such 
sms chargé one source of funds (that is, the pertinent appropriation for the 
litary department) and expenditures made to vendors from the same source. 


.e military department appropriation would be reimbursed upon delivery of the 


end item to the recipient country, which usually occurs after the fiscal year in 
hich the procurement contract is made For this reason, the plar contemplates 


at. milit assistance funds be avail 


able on a no-year basis to assure that the 


nilitary yo ment will be reimbursed when delivery is made in a subsequent 


neies believe that this plan should be put into effect at the earliest 
5 attached a draft of language necessary for its authori- 
included in appropriation or authorizing legislatior 
to be preferable. The installation of the plan would 
‘tment as would provide a smooth transition. 
| outlined in the attachment will require more complete 
ctions These instructions are now ider preparation the 
Defense with the staff assistance of the General Accounting Office 
Operations Administrati mn, and the | au of the Budget. Staff 
ie four agencies are available to dise the details of the | roposed 
ynvenience of your committee. 
tical letter, with attachments, is being sent to the chairman of the 
ittee on Appropriations. Copies of this letter are being sent to the 
the Committee on Foreign Relations of the Senate and the chairman 


mittee on Foreign Affairs of the House. 
RowtanpD R. Huem D 


AN FOR FINANCING AND ACCOUNTING FOR MILITARY ASSISTANCE 
nos (IncLUDING Funps HERETOFORE APPROPRIATED 


1. BASIC OBJECTIVES 


\ consolidation of DOD-MDAP procurement programs, excepting 
Off-shore procurement; 
Shipbuilding; 
End-i ems completely peculiar to MDAP. 
b) Elimination of separate financing and accounting re quirements by DOD for 
procurement and storage of all MDAP items except those covered in (1), (2), and 
3 above. 
accounting for MDAP items and related funds under ( 


basis of delivery of mate 


vy) ¢ ; + 


to ret ries by title of authorizing act. 

‘ontinuance of present financing and accounting methods 

1) Offshore procurement; 

2) Shipbuilding 

3) End items completely peculiar to MDAP; 

1) Training; 

5) Packing, handling, and crating, including direct operating salaries and 
expenses; 

Transportation as may be appropriat 
istrative expenses 
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2. RECOMMENDED METHODS OF ACCOMPLISHMENT 

(a) Upon approval of this plan, analyze and revise the MDAP program 
provide for the financing of such programs in accordance with the objecti 
outlined above. 

(b) Effective as of the changeover date, withdraw from the operating militar 
departments all unexpended balances of MDAP funds (except for funds requi: 
for items and services referred to in 1 (d) above 

c) Transfer the outstanding obligations from MDAP funds to the proper DO 
appropriation account 

1 


d) Discontinue the maintenance of separate property accounting records f 
MDAP items which have not been delivered to the recipient countries 


I 


é Determine total expenditures of MDAP funds for each operating age! 
or bureau Determine the value of materials delivered and services render 
Withhold any future transfer of funds to military department appropriatio 
until such time as value of cs 


liveries balances with the amounts expended 
the value of celiveries exceeds the amount expended from MDAP funds, rei 
burse the applicable DOD appropriation account in the amount of such exc: 

f) Establish a changeover cate of (date to be determined) to effect the for 
going actions excepting as provided in paragraph 2 (a) above. 

g) Effective (date to be determined), DOD appropriation accounts will be 1 
imbursed solely on a basis of delivery of material or the furnishing of the servi 

h) Effective (date to be determined), DOD will maintain master allocati: 
accounts for MDAP funds which shall be used for those purposes enumerated 
paragraph 2 qd above Funcs in the master allocation account will be 
marked or committed, with formal fund reservations but no obligation, whe 
procurement requests for approved programs are transmitted to the military de- 
partments After reservation of such funds, no withdrawals from DOD shall 
mace without the concurrence of the Secretary of Defense or upon the determ 
nation of the President 

(7) Not later than (date to be determined), the DOD will provide report 
showing a final accounting on the status of MDAP funées, and the value of «x 
liveries as of the close of business (date to be determined). Thereafter. the DOD 
will furnish such reports as required to show the status of the master allocatio; 
account and the value by major items of materials delivered and services fur- 
nished to recipient countries by title of authorizing act. In addition, plans for 
qeliveries shall be projected by major items on a quarterly basis in value at 
duantity for the period of time necessary to liquidate the earmarked funds. 


Drarr LANGUAGE FOR AUTHORIZATION OF NEW PLAN FOR FINANCING A) 
ACCOUNTING FOR MuiirarRy AssIsTANCE Funps 


VD 


Sr Funds heretofore or hereafter allocated to the Department of Defens: 
from any appropriation for military assistance (except funds obligated direct]) 
against any such appropriation for offshore procurement or other purposes 
shall be accounted for by geographic area and by country solely on the basis of 
the value of materials delivered and services performed (such value to be deter 
mined in accordance with the provisions of section 403 of the Mutual Defens« 
Assistance Act of 1949, as amended (22 U. 8S. C. 1574)! Within the limits of 
funds so allocated, the Department of Defense is authorized to ineur, in applicablk 
appropriations, obligations in anticipation of reimbursement from such alloca 
tion, and no funds so allocated shall be withdrawn by administrative action unt 
the Secretary of Defense shall certify that they are not required for liquidation of 
obligations so incurred, or unless the President in writing shall direct such action. 
Reimbursement from such allocation shall be made in accordance with the pro 
visions of said section 403.1 


DEPARTMENT OF STATE, 
Washington, July 30, 1954. 
The Honorable Sty_tes Bripat s, 
United States Senate. 


Dear SENATOR Bripces: I would like to bring to the attention of the Senate 
Appropriations Committee a question of interpretation that has been raised by 
members of the House Appropriations Committee with respect to the application 
by the executive branch of the funds appropriated last year for the United Na 
tions technical assistance program and the United Nations Children’s Fund. 


ily e event this provisior Yi ered in connection with, or after the eractment of, new mutual 
security authorizir egislation, t rresponding section number of the new legislation should be substi 
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Members of the House committee have stated that the executive branch vio- 
ated the law in its use of the appropriated funds. They refer to 

1. Use of part of the $8,500,000 appropriated for the United Nations 
technical assistance program to pay the balance of the United States pledge 
for the calendar year 1953. 

2. Use of the full amount of the $9,814,333 appropriated for the United 
Nations Children’s Fund to fulfill the United States pledge for the calendar 
year 1953. 

Presumably, because of this view, the House has stricken all funds in the fiscal 

vear 1955 request for the United Nations technical assistance program and has 
ut the funds for the United Nations Children’s Fund from $13,500,000 to $12,- 
000,000. The executive branch is very strongly convinced that it is in the interest 
ff our Government for the Congress to appropriate the full amounts requested 
for both programs. It would be particularly disastrous to the United States role 
of leadership in the United Nations if we fail to give financial support to the 
United Nations technical assistance program, especially at a time when Russia 
is contributing to the program for the first time. 

Inasmuch as the question of the legality of the use of the funds will in all likeli- 
hood be raised in the House-Senate conference on the bill, I would like to make 
clear to you our view that the executive branch complied with the law and fol- 
lowed the intent of the Congress as expressed in the language and legislative 
history of the law. 

Che misunderstanding which has arisen in the House, we believe, results from 

e fact that there were certain differences between the Senate and the House 
with respect to the interpretation of the final action taken by the conferees. | 
would like to review this matter in some detail and explain the basis on which the 
executive branch took its action in connection with these two programs 


United Nations technical assistance program 


Members of the House Appropriations Committee have stated that the admin- 
istration violated the law by applying part of the $8,500,000 appropriated for 
United Nations technical assistance for the fiscal year 1954 to pay the balance of 
the United States pledge for calendar year 1953. This view is based on the follow- 
ing passage from the Statement of the Managers on the Part of the House on last 
vear’s conference action, which is a statement of the House interpretation of the 
action: 

‘Amendment No. 21, relating to multilateral technical cooperation, appro- 
priates new authority of $9,500,000 for the fiscal year 1954 as propost d by the 
Senate and eliminates new authority of $4,595,812 for the calendar year 1953 
proposed by the Senate.” Nots.—The amount of $9,500,000 includes $1 million 
for the OAS technical cooperation program, 

Senate conferees, on the other hand, interpreted the conference action as allow- 
ing the use of the funds appropriated to complete the United States contributior 
to the United Nations calendar year 1953 program and to meet part of the calendar 
year 1954 program, with the necessity that the executive branch should return to 
Congress for any additional funds required. This is shown in the following ex- 
change between Senators Ferguson and Aiken during the floor debate on the 
conference report: 

“Mr. Fercuson. For multilateral technical cooperation, the Senate approved 
$9,500,000 for the fiscal year 1954. I wish to underscore the words ‘the fiscal year 
1954’. In addition, $4,595,812 was approved for the remainder of the calendar 
year 1953: or a total of $14,095,812. 

" “The best agreement the Senate conferees could get in conference was an 
appropriation of $9,500,000 for the fiscal year 1954. 

“Those in charge of the technical assistance programs want to operate on a 
calendar-year basis, whereas the Committees on Appropriation—and this is 
particularly true of the House—are determined to keep appropriations on a 
fiscal-year basis, rather than on a calendar-year basis. If appropriations were to 
be made on the basis of the calendar year, it would mean that all that would be 
received would be for the last 6 months of 1953, which would not have pleased 
the agencies at all. 

“Mr. ArkEN. Does that mean the United States will not be able to meet its 
commitments, along with some 50 other countries, in supporting the various 
international organizations? 

‘Mr. Fercuson. They can use a part of the $9,500,000 for the fiscal year 1954 
for this part of the calendar year. 

“Mr. A1rkeEN. Then they will have to ask for additional money next spring if 
they run short of funds to meet commitments? 
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“Mr. Ferauson. They would have to return to Congress with a request for 
additional funds.” 

The amount appropriated for United Nations technical assistance for the fi 
year was $8,500,000. It was our understanding that the Congress specifica 
did not want to appropriate funds beyond the end of the fiscal year; therefor 
was apparent that this amount was not for the full calendar year 1954 UNTA 
program. At the same time it seemed obvious that it was not for just the 
half of fiscal year 1954 (the first half of calendar year 1954), since this amou 
on an annual basis, would be larger than the amount required for the full y« 

In view of this it was our interpretation that the funds were intended in part f 
the last half of calendar year 1953 and in part for the first half of calendar yea; 
1954, which, together, constitute the fiscal vear 1954. 

In determining the use of the fiseal year 1954 appropriation, as explained abov 
the administration necessarily took into account the law, which provided for use 
of the funds in fiscal year 1954, and the legislative history on the authorizati 
and appropriation acts, which included the views of both Houses. On this ba 
the administration used $4,595,812 of the appropriation to complete the payme: 
of the United States pledge for calendar year 1953, which, of course, overlaps t 
first half of fiscal year 1954. 


United Nations Children’s Fund 


In its report on the mutual security appropriation bill for fiscal vear 1955. t 
House Committee on Appropriations made the following statement with respe 
to the United Nations Children’s Fund: 

‘The amount allowed is to cover total United States contributions for thi 
months’ period through June 30, 1955. Inasmuch as the conference report 
connection with this item was ignored last year, the committee has placed languag 
in the bill to this effect.’”’ 

The appropriation last vear was $9,814,333. The full amount was used to pa 
he United States pledge to the calendar vear 1953 program of the Childre: 
Fund Again, such action was taken on the basis of the language and legislati 
history of the bill, which | should like to review briefly. 

The appropriation request submitted last vear consisted of $9,814.333 for eco: 
tribution to the ealendar year 1953 program of the United Nations Children’ 
Fund and $9 million for the calendar year 1954 program 

The House Committee on Appropriations allowed $5 million of the $9.814 333 


but none of the $9 million. This action is explained in the committee report a 
follows: 

“The bill includes $5,000,000 additional funds for the calendar vear 1953 
This is a reduction of $4,814,333 from the request. The amount allowed wil 
supplement the amount of $6,666,667 contained in the Supplemental Appropria 
tion Act, 1953 

“The committee was also requested to approve $9,000,000 for calendar vea 
1954 even though it was testified that the present program expires on December 
31, 1953, and the United Nations is not planning to meet until sometime this fall 
to decide whether to establish a program for 1954. The committee has included 
no funds for this nonexistent program.” 

During the House debate on the appropriations bill an amendment was intro- 
duced to add to the $5 million approved by the committee for calendar vear 1953 
an additional amount of $9 million for calendar vear 1954. Here again repre- 
sentatives of the Appropriations Committee emphasized that the Children’s 
Fund was tentatively set to expire as of December 31, 1953, and, therefore, it 
did not seem proper to appropriate funds for any period in advance of that date. 
The amendment was defeated 

Both of the amounts requested—i. e., the $9,814,333 for the calendar vear 1953 
and the $9,000,000 for calendar year 1954—were allowed by the Senate Committee 
on Appropriations, and approved by the Senate. The House-Senate Conference 
approved an appropriation of $9,814,333 for the fiscal vear 1954 and eliminated 
the $9,000,000 for the calendar year 1954, giving no further guidance as to how 
the funds should be applied. 

However, the $9,814,333 appropriated was the exact amount that had been 
presented and justified as the United States contribution to the calendar year 
1953 program to match contributions already made by other contributors, under 
the contributions formula embodied in the law. This was the sum which had 
previously been approved by the Senate for this purpose. Also, the House Com- 
mittee on Appropriations had stated specifically in its report, and members of the 
committee had reaffirmed on the floor of the House, that the committee would not 
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approve funds for a caiendar vear 1954 program for UNICEF, since the agency 
tself was due to expire as of December 31, 1953. : 

In view of these facts and of the legislative history of the authorization and 
appropriation acts, the executive branch used the full amount appropriated to 
fulfill the United States pledge to the calendar year 1953 program, which pledge 
iad been made subject to the appropriation of funds by the Congress. Pending 
appropriation of funds under the legislation now before the Congress, United States 
representatives have made no pledge of funds in support of UNICEF for calendar 
year 1954 

I hope this review may be of use to you if this question should arise during the 
onsideration of these items in your committee, or on the floor, or in t! 

Sincerely yours, 


lan 
e conrerence. 


Turuston B. Morton 


Assistant Secreté 


Los ANGELES, CaLIF., Ju 
Hon. SryLes BRIDGEs, 
Senate Appropriations Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Bripges: This letter will serve to confirm our telephonic cor 
versation of today in which I explained to you the reason Dr. Hrascanee and | 
were unable to appear before the Appropriations Committee on July 27. We 
regret very sincerely the delay in receiving notification of our scheduled appear- 
ance before the committee. 

Enclosed please find a copy of our statement concerning the Yugoslav and 
Balkan question. As you stated in our telephone conversation, you will see that 
the statement is read to the committee, presented on the floor of the Senate, and 

iblished in the Congressional Record. We would appreciate your efforts in 
this regard and would like you to write and inform us of the progress you make 
If possible, you might also insert the dossier, Communist Yugoslavia, in the 
Record. This book contains an elaboration of our information and would 
serve well to document our statement which, as you see, is composed of 
eralities. 

Our sincere thanks to you for your kind cooperation When we visit Washing- 
ton next, we shall contact you. God bless you and help you in your laudable 
work. 

Yours truly, 
Rev. Dr. RupoLtpH HRaAScANEC, 
RICHARD DouGLas GOODMAN. 


STATEMENT 


HonoraBLe Senators: The undersigned have spent several years of study 
of objective sources and documents concerning the real conditions in Communist 
Yugoslavia and after having collected reports and information received from 
many individuals—both citizens of the United States and resident aliens in this 
country—published a documented book entitled “Communist Yugoslavia.” 
On the basis of this research we, the undersigned, desire to issue the following 
statement: 

1. Yugoslavia is dominated and controlled by the Communist Party with 
Marshal Tito as its leader. Yugoslav Communists confess and everyday prove 
by words and deeds that they are dedicated and orthodox Communists who 
mercilessly force the realization of Marxism and Leninism in the Yugoslav state. 

2. The Communist government in Yugoslavia is a ruthless tyranny that 
oppresses the political, economic, social, and religious rights and freedoms of the 
peoples of Yugoslavia. There is an abundance of incontrovertible evidence 
that substantiates the real existence of this brutal Communist tyranny. 

3. Tito’s desperate overtures to the West, especially to the United States, 
has only one purpose; to salvage, preserve, and strengthen the Communist posi- 
tion in Yugoslavia. We have no solid basis or reason to believe that the Com- 
munist government in Yugoslavia will help a common cause of defense of man- 
kind against the continuation of Soviet aggression for ultimate world conquest. 

$. All of the aid given to the Communist government of Yugoslavia by the 
United States has been used primarily to strengthen Tito’s Communist dictator- 
ship over millions of people in this southeastern European country. United 
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tates’ military and economic aid to a known Communist government nekes | ‘ 


ost serious shadow and question upon the integrity and morality of the Americ: 
people and government 

5. Therefore, on the basis of the above realities and certitudes, the 
appeal to the Senate Appropriations Committee and the 
military aid to Communist \ 


undersigne 
Congress to cance! 
igoslavia. If economic aid is continued, it shou 

be done under the condition that the United States strictly controls a 
lirects the utilization of funds in order to make certain that this economic a 
reaches the needy masses If the Yugoslav Government resists such supervisio 
this form of aid should also be completely denied 


6. The peoples of Yugoslavia—Slovenes, C 


roats, Maceconians, Serbians, ar 
Montenegrians— should 


always be included in our general aims of liberation of suf 
fering millions from Communist dic tatorship. We must recognize that these peop! 
o have a right to freedom, self-dete rmination; and national independence 
We earnestly implore our Cistinguishes re pre sentatives in Washington to app 
noral principles and especially justice in dealing with any kind of communis! 
» matter whether it is invoked by ete or Tito. 
Issued by Richard Douglas Goodman and Rev. Dr. Rudol ph Hrascanec 


The following communication under date of July 31, 1954, 
forwarded to the Committee by Glen A. Lloyd, Acting 
Foreign Operations Administration, commenting on reductions by 

House Appropriations Committee: P 


Jury 31, 1954. 
Hon. StyLtes BRIDGEs, 


Chairman, Appropriations Committee, 
United States Senate, Washington on. ae, €. 


Dear Mr. CHatrMan: Your staff with our assistance has prepared a memo- 
randum on the differences between H. R. 10051 and the position and recommen 
dations of the executive branch. In addition to the memorandum you have a 
marked up copy of H. R. 10051 also reflecting the reeommendations of the execu- 
tive branch 

No good purpose would seem to be served by repeating what is in these two 
a 


locuments but we thought a few comments on some of the more important 
differences would be helpful 


Direct reductions 


The House Bill makes direct cuts in the 


request of the Executive Branch of 
about $812 million. Of this 


i 
amount $542 million reflects reductions in, or the 
elimination of, requests for new obligational authority, while some $270 millior 
represents unobligated balances of prior years’ appropriations which are not car- 
ried forward and continued available in fiscal year 1955. With minor excep- 
tions, no distinction need be made between reductions in new obligational author- 
ity and reductions through the elimination of carry-overs. Both equally consti 
tute reductions in the President’s fiscal year 1955 program since his request for 
new obligational authority assumed the continued availability of funds from prior 
years. They will therefore be treated as one in considering the consequences of 
House action in relation to the President’s request. 

Before analyzing the general effects of some of the most significant reductions, 
it should be noted that each reduction, and the totality of the reductions, must 
be looked at from two standpoints: 

First, the extent to which activities in a program will 


the degree to which such curtailment will prevent or retard the attainment of 
the specific military, political, or 


economic objectives for which the program is 
designed In the case of a military program, to what extent will the reduction 
limit or postpone the delivery of military equipment, and how will this limitation 
or postponement affect the rate of military buildup overseas, and thus the crea- 
tion of physical strength in Allied forces? To take another example, in the case 
of a program of defense support, to what extent will the decrease in amount 
affect the capacity of proposed recipient nations to raise and maintain forces? 
Second, the political impact abroad, and particularly in certain key countries 
and on certain central institutions of the free world, such as the North Atlantic 
Treaty Organization, ths European Defense Community, the United Nations, 
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lief that the appropriation of this amount would serve no useful purpose becaus 
the Executive Branch estimated that this amount might still remain unobligati 
on June 30, 1955. It is important to expedite the completion of the infrastructur 
projects for which this amount represents our national contribution and th 
Department of Defense believes that the availability of these funds for obligati: 
vill be an important stimulus in getting this work done more rapidly — In ot} 


words, money in hand might accelerate the date of probable obligation to a ti: 
within this fiseal vear 

( Mutual special weapons The House bill eliminated the entire $27 milli 
In new obligational authority which we had asked in order to continue this pi 
gran I do not need to labor the effects of this action which would elimina 
in toto (except to the limited extent that unprogrammed balances of unobligat« 
funcs permit) the kind of important activities and projects that Mr. Voorhe: 
and other Defense witnesses Cescribed in more detail. In the long run this ma 
prove to be one of the most important military assistance investments that w 
have mace While neither I nor any one else can possibly demonstrate the nee 


for any precise amount over a specific time period in a program of this kind, I fe 
that good performance in this program during its first year and the large numbe 
of significant developmental activities which it appeared desirable to support 
warrants additional obligational authority of the level recommended by Depart 
ment of Def< nse Witnesses 


2. Southeast Asia and the Pacific.—The House bill effected a reduction of $88 


million in this item, cutting it from $800 million to $712 million. It should bx 
pointed out, however, that the House report stated that it had no alternative bu 
to use the lower figure for each item which had been authorized by the House o1 
reported out by the Foreign Relations Committee. The Foreign Relations 
Committee reported out this item reduced from the original $800 million to $712 
millon 

Strong emphasis has been placed upon the need during this period for ampl 
funds and flexibility in their use for this area of the world bv the President, th« 
Secretary of State, the Chairman of the Joint Chiefs of Staff, the Director of FOA 
and others. You are entirely familiar with their views and recommendations 
about keeping the $800 million fund available for use in military or nonmilitary 


undertakings and I feel unable to contribute anything further of value on this 


subject 

3. Production of aircraft in the United Kingdom The House bill proposes to 
eliminate entirely this $75 million item which was designed to finance the produc 
tion in the United Kingdom of aircraft for NATO-committed forces of the United 
Kingdom—primarily Canberras, Swifts, Valiants and Vulcans, whose high level 
of performance I am sure came to your attention during your visit abroad. This 
$75 million represents the final margin of foreign exchange and budgetary resources 
which the British require in order to maintain forces of the size and composition 
which they have been planning for the last few years and which we have long been 
urging them to maintain. If this assistance is not forthcoming, the United 
Kingdom would be compelled to revise its current plans for RAF modernization 
expansion, and, in all probability, to reduce its NATO force commitment. For 
example, elimination of the $75 million would be likely either to eliminate some 
200 planned front-line aircraft or to delay the transition to latest types of aircraft. 
Under either alternative, the air strength of Western Europe would be significantly 
weakened, and particularly the air potential of United Kingdom forces committed 
to SACEUR, 

Finally, it should be emphasized that we plan to use agricultural surpluses to 
effect this entire transaction. 

4. Other military and military support programs.—Because of the very limited 
number of countries for which common use and defense support programs were 
illustratively planned, the effects of the $30 million plus in reductions in the 
President’s requests for these programs are readily apparent. They will neces- 
sarily fall in large part on Greece, Turkey, Pakistan, Formosa, Spain and the 
Philippines and, in doing so, will impair the ability of those countries to support 
military forces of the size and composition which we have been urging upon them 
and consider to be important to our own national security. Even more serious, 
in all probability, are the House cuts of $30 million and approximately $4 million 
in the President’s requests respectively for bilateral and multilateral programs 
in Korea. Without the assistance requested, and perhaps without more in ad- 
dition, it seems unlikely that the South Korean Government can develop and 
maintain a military force of at least twenty divisions, begin to bring growing 
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flation under control and undertake those other steps toward the rehabilitation 


ind development of its economy which I think most people agree are important. 


TECHNICAI COOPERATION AND DEVELOPMENT ASSISTANCE p rHF NDER- 
DEVELOPED AREAS 


H. R. 10051 makes the following reductions in these programs 
Bilateral Technical Cooperation 
United Nations Technical Assistance 
Near East and Africa Development Assistance 
h Asia Development Assistance 


llion requested for bilateral and multilateral te 
$224 million recommended for development assists 
1 a few miscellaneous requests of a little o\ 

total program of ’ 
ther military in character or the direct growt! 


nearly $3.5 billion which are sought 


lect an effort, with an import 


underdeve oped ar 


damental, and their acceptance, implementatio1 


our foreign policy are conditions preceden t carrying outa policy of substi- 


g trade for aid, and, in certain areas of the world, to any progrss at a 
uld also like to point out that the action of the House will mean, if not 
f the United Nations technical assistance program as an effec- 
important instrument of technical cooperation. It would also have tl 
effects: (a) it would be interpreted by many—whether justifiably or 
ession of a lack of United States interest in the economic welfare of 
Latin America, Asia and the Middle East which are important 
bh it would be constr ied bv others as reflecting a decision 
States to curtail its support of the United Nations at a time whet 
ich as UNTA, it is possible to bring badly needed strength t 
c) it would crease, and of course by : amount far 
amount of the United States contributior uunt of technics 
h would be provided in the less developed areas of » world ar 
f this essential work is to be carried on n crease the 
our bilateral programs. I am sure that u understand, and 
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note that the successful co 
future status of the Suez Canal as, as 
d, increased the need for ay 
requested for developme assistance in the Near East and 
vent coupk d with the results of Erie Johnston's recent visit 
h the waters of the Jordan and the favorable trend in Anglo-Irar 
tiations, all point to the emergence of opportunities for progress in t 


nating 


have not existed before These opportunities, however, are ones that cs 
Full ed if timely assistance can be extended from sources outsi 
the area and | feel that we must be in a position to extend this assistance as a 
the occasions arise his makes it all the more important that t 
ation Which we requested should not be reduced. 
I should mention once more the importance which the Executive Branch attache 
to extending adequate assistance to India. In view of the extensive testimony by} 
Secretary Dulles and others on the policy involved and on this program it is 
innecessary for me to go into the reasons However, I can ar d should state, and 
lo so categorically, that the Executive Branch considers that the reduction 
ade by the House Bill in its $85 million request for this program will usly 
pair the program and will make it more difficult to carry out the kind of actfv- 
h should be carried out if India is to succeed in substantially imple- 

‘urrent five year plan. It might be appropriate to iin recall tl 
the effect that the road to London and Paris lies thro 
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OTHER PROGRAMS 







The House bill pares here and there from a number of other requests contain: 
in the President's program While these reductions amount in the aggregate 1 
less than $10 million, their significance lies in the nature of the programs. The 
will result in several instances, in the case of ICEM and UNICEF for exam, 
in disrupting effective, and we believe, well designed multilateral prograi 
which are dependent for their operation at presently planned levels upon Unit: 
States contributions in the amounts requested. The elimination of anv amou 
for UNREF presumably spells the virtual end of this worthwhile UN activit 
and certainly of its efforts, and thus of all efforts, to do something about the co: 
dition of various groups of the world’s most pitiful and otherwise hopeless refugé 










groups 
Others among these miscellaneous reductions are those in the appropriatio: 
for the administration of the Battle Act and for the administration of the no: 
defense aspects of the program Since these are dealt with adequately in separat 
submissions to your Committee, I will not restate the reasons why one of the: 
its will imperil, at the very time when controls most need to be strengthened 
the effective administration of our East-West trade control program under t 










sattle Act, and why the other will make it impossible, regardless of the organiz 
tional structure employed, to do the kind of job in administering the Mutua 
s rity program which our national interests require and our taxpavers have tl 
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Che executive branch requested that all unexpended balances of prior app 
priations be continued available during fiscal year 1955 for the same purposes 
for which they were originally appropriated. H. R. 10051, however, makes n 
mention of the obligated portion of unexpended balances and merely specifies 
dollar ceilings of unobligated balances which are reappropriated. One result i 
that if, in fact, the unobligated balances are larger than the ceilings specified th: 
differences would no longer be available as obligational authority. Far mor 
disturbing to the executive branch, however, is the fact that the very substantia 
although presently unknown, sums necessarily deobligated during the course of 
keeping programs, especially for military items, up to date would lapse ar 
become unavailable for reobligations. Thus, a severe penalty is placed upo1 
deobligating commitments for material which has become obsolete, unneeded o1 
subject to change kind or specifications. Since this process of deobligatio: 
and subsequent reob!igation of funds is a normal and necessary part of the opera- 
tion of Mutual Security programs it is difficult to believe that an incentive t 
operate in an abnormal manner was intended or can be in the national interest 


METHOD OF CARRYING OVER UNEXPENDED AND UNOBLIGATED BALANCES 
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The 104 of H. R. 10051, appearing in lines 19 through 23 
on p. 9, in effect requires that funds from a new appropriation by Congress be 
ised to purchase the local currency proceeds received under section 550 befor 
these can be used, despite the express provision adopted by Congress as part of 
section 550 authorizing these local currencies to be used without regard to sectio1 
1415 of the Supplemental Appropriation Act, 1953. 

Approximately -$245 million of the funds appropriated last vear were used to 
buy agricultural surpluses from the Commodity Credit Corporation or from other 
sources. These surpluses were sold for an equivalent amount in local currencies 
now allocated to specific Mutual Security programs and in most cases under 
international agreements. The probable effect of all this is to require the use of 
$245 million for purchase of surpluses and a second $245 million for purchase of 
the local currency, thus producing a reduction in obligational authority of $245 
million. If a reduction in funds is justified it should be made directly and not 
ingan unclear provision of this sort made to apply retroactively. 

The effect of this provision with respect to local currencies produced through 
the sale of agricultural surpluses under section 402 of the Mutual Security Act of 
1954 is uncertain, It appears certain, however, that the provision would operate 
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discourage disposal of agricultural surpluses because, again it mig 
o dollars from appropriations for each $1 applied to our program r} 


t 
e believe, should be deleted 


require 


lis clause, 


20 PERCENT LIMITATION 


Section 108 of H. R. 10051 provides that no more than 20 per 
ide available by the Act shall be obligated during the last 2 
scal vear 


[wo reasons seem to be given for this provision. One is that tl 
| 


same provision 
as been included 


in appropriation acts for the Department Defense during 
e past 2 years. This reason is not valid because the provis 

» most of the Department of Defense funds which are no 
hile most Mutual Security appropriations are on a. vearly bas 


does not apply 


appropriations 


[The other reason seems to be so that it will operate as a terrent t 
iving”’ ‘his limitation upon obligations during the last 
ar and the description of obligations during this 


oO June 


2 months of the fiseal 
period as “June buying’’ is 
ed on a misconception of the realities of the circumstances under which Mutual 
Security programs operate In the first place most of these programs operate 
nder the time squeeze of vearly authorizations and appropriations. 8 
thor from Congress is not obtained until midsummer or early fall at 


is obt 


m programs cannot be work« d out with other countri« intil after it 


the most diligent efforts can searcely produce firm and refined pri 
substantially half the fiscal vear has elasped Further, the fact 
egotiations are with foreign countries and procureme nts must be 


ade based or 


necifications worked out between different countries acceptable to bidders in the 
| 


1¢ 
United States as well as in other countries heavy obligations toward the end of 
} 


the fiscal vear are not only normal but in many instances essential if t 


le programs 
ire to go forward with care and economy So far as we know no examples of 
extravagant or careless “June buying’’ have been given. Here again it is a mistake 
to include provisions which provide incentives for hasty and costly obligations. 
We believe this provision should be deleted 

You, of course, may have specific questions which we will be } eased to receive. 

\ eryv sincere ly 
] LOYD, 
1c ng Directo Fo ergqn Operations Administration 


Senator Dirksen. That concludes the hearing, and the record will 
show that the gavel fell. 

Thereupon, at 4:45 p. m., Tuesday, July 27, 1954, the hearing was 
recessed, to reconvene subject to call of the Chair. 
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